4225  Effect of Sublessee, etc. Doing Business. Except as
specifically provided to the contrary in this Lease, where a sublessee, licensee, or
permittee is conducting a business or engaged in any use or occupation or any
combination thereof on Lessee’s leasehold except for those uses or occupations
delineated under Item (1) of subsection (c1) of subsection 4.2.2, Lessee shall
report whichever of the following results in the greater percentage rental: (1) the
Gross Receipts of each sublessee under one or more of the appropriate
subsections of this Section; or (2) Lessee’s receipts from each sublessee under
subsection {c) or (c1) of this Section.

42.2.6 Interest; Etc. Interest, service or late charges collected in
conjunction with a transaction, sale or activity of Lessee or Sublessee shall be
reported in the same percentage category as the transaction, sale or activity is
reported.

4227  Percentage Rent Does Not Affect Permitted Uses. Itis
understood and acknowledged by Lessee that Section 3.1 of this Lease sets forth
the Permitted Uses of the Premises by Lessee; thus, the Percentage Rent
categories listed in subsection 4.2.2 are not all necessarily applicable to this
Lease and are in no way intended to expand the Permitted Uses.

- 4228  Policy Statements. Director, by Policy Statement and with the
approval of Lessee, Auditor-Controller and County Counsel may further interpret
the definition of gross receipts, with such interpretations to be a guideline in
implementing the foregoing subsections of this Lease.

423 Adjustments to Annual Minimum Rent. As of the First Adjustment
Date (as defined in subsection 4.2.1 above) and continuing each third (3rd) consecutive
anniversary thereafter until the first Renegotiation Date (as defined in Section 4.3 below),
and thereafter each third (3rd), sixth (6th) and ninth (9th) anniversary of each
Renegotiation Date (each an “Adjustment Date” and collectively the “Adjustment
Dates”), the Annual Minimum Rent shall be adjusted as provided in this subsection 4.2.3.
As of the First Adjustment Date, the Annual Minimum Rent shall be adjusted to the
amount that equals seventy-five percent (75%) of the total Annual Rent (including
Annual Minimum Rent and Percentage Rent, but without offset of any Lessee Credit that
Lessee may have taken as described in Section 4.4 below) that was payable by Lessee to
County for the one (1) year period immediately prior to the First Adjustment Date. As of
each Adjustment Date thereafter, the Annual Minimum Rent shall be adjusted to the
amount which equals seventy five percent (75%) of the average of the total Annual Rent
(but without offset of any Lessee Credit which Lessee may have taken as described in
Section 4.4 below) that was payable by Lessee to County during the three (3) year period
immediately preceding the Adjustment Date,

4.3 Renegotiation of Annual Minimum and Percentage Rents. Effective on the
twentieth (20th) anniversary of the Effective Date, and each tenth (10th) anniversary thereafter

(each a “Renegotiation Date” and collectively, the “Renegatiation Dates™), the Annual Minimum
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Rent and Percentage Rent shall be readjusted to the Fair Market Rental Value (as defined below)
of the Premises.

4.3.1 Fair Market Rental Value. As used herein, “Fair Market Rental
Value” shall mean, as of each Renegotiation Date, the fair market rent (including an
annual minimum rent), expressed as respective percentages of Gross Receipts in
accordance with the categories enumerated in subsection 4.2.2, which the Premises would
bring, on an absolute net basis, taking into account the Permitted Uses, all relevant and
applicable County policies and all of the other terms, conditions and covenants contained
in the Lease, if the Premises were exposed for lease for a reasonable time on an open and
competitive market to a lessee for the purpose of the Permitted Uses, where County and
the respective tenant are dealing at arms length and neither is under abnormal pressure to
consummate the transaction, together with all restrictions, franchise value, earning power
and all other factors and data taken into account in accordance with California law
applicable from time to time to eminent domain proceedings. Notwithstanding any
contrary provision of this Lease, in acknowledgment and consideration of the Lessee
Credit granted to Lessee in Section 4.4 below, in no event shall the percentage of Gross
Receipts applicable to the occupancy of apartments set forth in clause (1) of category (c)
of subsection 4.2.2 ever be readjusted to less than TEN AND ONE-HALF PERCENT
(10.5%), and if the Fair Market Rental Value percentage for the occupancy of apartments
is less than TEN AND ONE-HALF PERCENT (10.5%), the requirement that the Gross

" Receipts percentage applicable to the occupancy of apartments not be readjusted to less
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than TEN AND ONE-HALF PERCENT (10.5%) shall have no effect on the
determination of the Fair Market Rental Value percentages for the other categories of
Gross Receipts set forth in subsection 4.2.2.

432 Renegotiation Period. Not more than one (1) year nor less than nine
(9) months prior to the Renegotiation Date, Lessee shall deliver to County written notice
setting forth Lessee’s determination of the Fair Market Rental Value of the Premises.
Lessee’s notice shall include a list of comparable properties and/or complete copies of
any appraisals which it has utilized in its determination, together with such other
information regarding such comparable properties or the Premises as Lessee deems
relevant or as may be reasonably requested by County. Within one hundred twenty (120)
days after receipt of Lessee’s notice, if County disagrees with Lessee’s determination,
County shall deliver to Lessee written notice of such disagreement, together with
County’s determination of Fair Market Rental Value and a list of comparable properties
and/or complete copies of any appraisals which it has utilized in its determination,
together with such other information regarding such comparable properties or the
Premises as County deems relevant or as may be reasonably requested by Lessee, to the
extent available to County. If County fails to deliver to Lessee notice of its disagreement
within the aforementioned pertod and such failure continues for fifteen (15) days after
receipt of written notice from Lessee, then Lessee’s determination of Fair Market Rental
Value shall be binding on County as of the Renegotiation Date; provided, however, that
Lessee’s notice to County shall conspicuously state in bold faced type that such
determination of Fair Market Rental Value shall be binding on County unless County
delivers notice of its disagreement within such fifteen (15) day period.

25



3306655.5

If Lessee fails to deliver the notice described in the first sentence of this subsection,
setting forth Lessee’s determination of Fair Market Rental Value, and such failure
continues for fifteen (15) days after receipt of written notice from County, then County
shall submit its determination of Fair Market Rental Value to Lessee, and Lessee shall
have fifteen (15) days after the submittal by County to Lessee of County’s determination
of Fair Market Rental Value to deliver to County written notice of Lessee’s agreement or
disagreement with County’s determination. If Lessee fails to deliver notice of such
disagreement within such fifteen (15) day period and County’s notice to Lessee
conspicuously stated in bold faced type that such determination of Fair Market Rental
Value shall be binding on Lessee unless Lessee delivers notice of its disagreement within
such fifteen (15) day period, then County’s determination of Fair Market Rental Value
shall be binding on Lessee as of the Renegotiation Date.

433 Negotiation of Fair Market Rental Value. If County (or Lessee, as the
case may be) does so notify Lessee (or County, as the case may be) of its disagreement as
provided in subsection 4.3.2, County and Lessee shall have sixty (60) days from the end
of the applicable response period in which to agree upon the Fair Market Rental Value
for the Premises. County and Lessee shall negotiate in good faith during said sixty (60)
day period. 1f the parties do so agree, they shall promptly execute an amendment to this
Lease setting forth the Fair Market Rental Value so jointly determined, to be effective
upon the Renegotiation Date. Director shall be authorized to execute any such
amendment on behalf of County. During the period of negotiation, Lessee shall abide by
all of the terms and conditions of this Lease, including but not limited to the obligation to
continue to pay to County Annual Minimum Rent and Percentage Rent at the then-
existing levels.

434 Arbitration. If County and Lessee fail to reach agreement during the
sixty (60) day period set forth in subsection 4.3.3, then, unless the parties agree
otherwise, the Fair Market Rental Value of the Premises shall be determined by
arbitration as set forth in Article 16 of this Lease and the parties shall execute an
amendment to this Lease setting forth the Fair Market Rental Value as determined by
arbitration. In order to determine the Fair Market Rental Value of the Premises, the
arbitrator shall take into consideration all of the terms, conditions and covenants of this
Lease, the eaming power and all of the factors and data relating to such value required or
proper to be considered in determining the fair rental value of leaseholds under the laws
of eminent domain in the State of California. During the period of arbitration, County
and Lessee shall abide by all of the terms and conditions of this Lease, including but not
limited to Lessee’s obligation to pay to County Annual Minimum Rent and Percentage
Rent at then existing levels.

4.3.5 Retroactivity. In the event that, pursuant to subsections 4.3.3 or 4.3.4
hereof, the parties execute an amendment to this Lease setting forth the Fair Market
Rental Value and the Annual Minimum Rent, such amendment, if executed prior to the
Renegotiation Date, shall be effective as of the Renegotiation Date; if executed after the
Renegotiation Date, such amendment shall be retroactive to the Renegotiation Date. In
the event that such amendment is executed after the Renegotiation Date, then, within
thirty (30) days after such execution, Lessee shall pay to County, or County shall at its
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~ _election pay or credit to Lessee, the difference, if any, between (a) such Fair Market
. Rental Valug for the Premises and (b) the actual Annual Minimum Rent and Percentage
* Rent paid byLessee to County, for the period of time from the Renegotiation Date until
the date of such payment. Lessee (with respect to overpayments) or County (with respect
to underpayments) shall further be entitled to interest on each portion of such payment
from each date on which the applicable rental payments were payable under this Lease to
the date paid or credited, whichever is applicable, at the following rates:

() the interest rate applicable to the first six (6) months
following the Renegotiation Date shall be equal to the average daily rate for the
non-restricted funds held and invested by the Treasurer and Tax Collector of Los
Angeles County during that period, computed by the Auditor-Controller (“County
Pool Rate™); and, : ' '

(2) the interest rate applicable to any period of time in
excess of six (6) months following the Renegotiation Date shall be the Prime Rate
of interest in effect from time to time during the period from the date that is six
(6) months after the Renegotiation Date until the date of payment.

4.4  Lessee Credit. In consideration of Lessee’s compliance with the affordable
housing requirements referenced in Section 8 of the Option Agreement and Section 3.6 of this
Lease, Lessee shall be entitled to a credit (the “Lessee Credit”) in the principal amount of Fifieen
Million One Hundred Thousand Dollars ($15,100,000.00). Lessee may apply the Lessee Credit
(plus accrued interest on the Lessee Credit as described below) against that portion of Annual
Rent (including Annual Minimum Rent (or Monthly Minimum Rent) and Percentage Rent) that
becomes due and payable under the Lease on and after the Stabilization Date and that exceeds an
aggregate of Five Hundred Thousand Dollars ($500,000.00) (the “Base Amount”) in any Lease
Year on and after the Stabilization Date. For any partial Lease Year following the Stabilization
Date, the Base Amount shall be reduced on a pro rata basis based on the number of months in
such partial Lease Year as compared to 12. The “Stabilization Date” means the first day of the
month following the month in which the apartment units constructed in accordance with Section
5.1 below are ninety percent (90%) physically occupied by tenants for three (3) consecutive
months. Lessee shall exercise its right to apply the Lessee Credit against a particular payment
described above by delivering written notice to County of such election on or before the due date
of such payment.

Commencing on the Stabilization Date and continuing until the earlier of the full
application of the Lessee Credit or the tenth (10™) anniversary of the Stabilization Date,
unapplied portions of the original principal amount of the Lessee Credit shall accrue interest at
an annual rate of 3.125%. Such interest shall be added to and considered a part of the Lessee
Credit; provided, however, that interest shall accrue only on the unapplied portions of the
original principal amount of the Lessee Credit, and no interest shall accrue on or with respect to
previously accrued interest; but provided, further, that applications of the Lessee Credit first shall
be made from accrued interest and then to reduce the principal balance of the Lessee Credit.
Lessee shall be under no obligation to apply the Lessee Credit against the first or any particular
amount of Annual Rent. No interest shall accrue prior to the Stabilization Date nor after the
tenth (10"™) anniversary of the Stabilization Date.
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4.5  Payment and Late Fees. Monthly Minimum Rent shall be paid by Lessee in
advance. Payments of Minimum Monthly Rent shall be received by County on or before the first
day of each calendar month of the Term. Percentage Rent shall be paid by Lessee in arrears.
Percentage Rent due, if any, for a given month of the Term shall be received by County on or
before the fifteenth day of the calendar month following each month of the Term, calculated as
follows: the Lessee shall calculate the total Percentage Rent owed to County for the relevant
month of the Term,; it shall deduct from said amount the total Monthly Minimum Rent paid to
County for that same month; if the resulting amount is a positive number, Lessee shall pay that
amount to County; if that amount is a negative number, no Percentage Rent shall be paid to
County for that month but nevertheless the Monthly Minimum Rent shall be paid every month of
the Term hereof. Percentage Rent payments shall be reconciled annually at the end of each
Lease Year, with any Excess Percentage Rent Payments credited as provided in subsection
4.2.2.4. Payment may be made by check or draft issued and payable to The County of Los
Angeles, and mailed or otherwise delivered to the Department of Beaches and Harbors, Los
Angeles County, 13483 Fiji Way, Trailer No. 2, Marina del Rey, California 90292, or such other
address as may be provided to Lessee by County. Lessee acknowledges that County shall have
no obligation to issue monthly rental statements, invoices or other demands for payment, and that
the rental payments required herein shall be payable notwithstanding the fact that Lessee has
received no such statement, invoice or demand.

In the event any payment under this Lease is not received by County by the date
due, Lessee acknowledges that County will experience additional management, administrative
and other costs that are impracticable or extremely difficult to determine. Therefore, a fee (“Late
Fee”) of six percent (6%) of the unpaid amount shall be added to any amount unpaid when due
and payable; provided that the Late Fee shall be waived with respect to the first occurrence
during any Lease Year of a late payment if such payment is received by County within one (1)
business day following written notice from County that the unpaid amount was not paid by the
date due. In addition to any Late Fee, any unpaid rent due shall additionally bear interest at an
annual rate equal to the Prime Rate plus three percent (3%), computed from the date when such
amounts were due and payable, compounded monthly, until paid. Lessee acknowledges that
such Late Fee and interest shall be applicable to all identified monetary deficiencies under this
Lease, whether identified by audit or otherwise, and that interest on such amounts shall accrue
from and after the date when such amounts were due and payable as provided herein (as opposed
to the date when such deficiencies are identified by County); provided, however, with respect to
any obligation of an Encumbrance Holder in connection with the exercise of its cure rights under
Article 12 below, interest accrual on any particular obligation for periods prior to the
Encumbrance Holder’s acquisition of leasehold title to the Premises shall be limited to a
maximum of three (3) years.

4.6  Changes of Ownership and Financing Events. Except as otherwise provided in
this Section 4.6, each time Lessee proposes either (a) a Change of Ownership (that is not an

Excluded Transfer) or (b) a Financing Event, County shall be paid (1) an Administrative Charge
equal to the Actual Cost incurred by County in connection with its review and processing of said
Change of Ownership or Financing Event (*Administrative Charge™) and (2) subject to the
remaining provisions of this paragraph, a Net Proceeds Share, in the event County approves such
proposed Change of Ownership or Financing Event and such transaction is consummated. “Net
Proceeds Share” shall mean the applicable amount determined pursuant to Section 4.8 of this
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Lease. Changes of Ownership and Financing Events are further subject to County approval as
provided in Articles 12 and 13 of this Lease.

Notwithstanding any contrary provision of this Section 4.6, Lessee shall not be obligated to pay a
Net Proceeds Share with respect to (i) the first two Changes of Ownership occurring after the
Effective Date but prior to the twelfth (12th) anniversary of the Completion Date, and any
Financing Event used to fund the purchase price of such first two Changes of Ownership, (ii) the
original construction loan obtained to finance the cost of the Redevelopment Work and the
Financing Event to take out such original construction loan if as of the date of the closing of such
original construction loan Lessee has obtained a forward commitment for such take-out
financing, and (iii) the first two Financing Events (other than any Financing Events described in
clauses (i) or (ii) above) occurring after the Effective Date but prior to the twelfth (12th)
anniversary of the Completion Date. Lessee shall, however, be obligated to pay a Net Proceeds
Share with respect to the third (3rd) and any subsequent Change of Ownership, and with respect
to the third (3rd) and any subsequent Financing Event (other than the Financing Events described
in clauses (i) or (ii) above), occurring during the period between the Effective Date and the
twelfth (12th) anniversary of the Completion Date. In addition, Lessee shall be obligated to pay
a Net Proceeds Share with respect to any Change of Ownership or Financing Event occurting
after the twelfth (12th) anniversary of the Completion Date.

4.6.1 Change of Ownership. “Change of Ownership” shall mean (a) any
transfer by Lessee of a five percent (5%) or greater direct ownership interest in this
Lease, (b) the execution by Lessee of a Major Sublease or the transfer by the Major
Sublessee under a Major Sublease of a five percent (5%) or greater direct ownership
interest in such Major Sublease, (c) any transaction or series of related transactions not
described in subsections 4.6.1(a) or (b) which constitute an Aggregate Transfer of fifty
percent (50%) or more of the beneficial residual interests in Lessee or a Major Sublessee,
or (d) a Change of Control (as defined below) of Lessee or a Major Sublessee.
Notwithstanding the foregoing, with respect to any Aggregate Transfer of beneficial
residual interests in Lessee by AIG Global Real Estate Investment Corp. or any person or
entity that directly or indirectly controls, is controlled by, or is under common control
with, AIG Global Real Estate Investment Corp. (collectively, an “AIG Entity™), the
phrase “fifty percent (50%) or more™ in clause (c) above shall be changed to “more than
fifty percent (50%).”

For the purposes of this Lease, “Change of Control” shall refer to a transaction whereby
the transferee acquires a beneficial residual interest in Lessee or a Major Sublessee which
brings its cumulative beneficial residual interest in Lessee or a Major Sublessee, as
appropriate, to over fifty percent (50%).

4.6.2 Excluded Transfers. Notwithstanding anything to the contrary
contained in this Lease, Changes of Ownership resulting from the following transfers
(“Excluded Transfers™} shall not be deemed to create an obligation to pay County a Net
Proceeds Share or any Administrative Charge:

4.6.2.1  atransfer by any direct or indirect partner, shareholder or
member of Lessee (or of a limited partnership, corporation or limited liability
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company that is a direct or indirect owner in Lessee’s ownership structure) as of
the Effective Date or the date on which a Change of Ownership occurred as to the
interest transferred, to any other direct or indirect partner, shareholder or member
of Lessee (or of a limited partnership, corporation or limited liability company
that is a direct or indirect owner in Lessee’s ownership structure) as of the
Effective Date, including in each case to or from a trust for the benefit of the
immediate family (as defined in subsection 4.6.2.3 below) of any direct or indirect
partner or member of Lessee who is an individual;

4.6.2.2  atransfer to a spouse in connection with a property settlement
agreement or decree of dissolution of marriage or legal separation, as long as such
transfer does not result in a change in the management of Lessee;

4.6.2.3  atransfer of ownership interests in Lessee or in constituent
entities of Lessee (1) to a member of the immediate family of the transferor (which
for purposes of this Lease shall be limited to the transferor’s spouse, children,
parents, siblings and grandchildren), (ii) to a trust for the benefit of a member of
the immediate family of the transferor, (iii) from such a trust or any trust that is an
owner in a constituent entity of Lessee as of the Effective Date, to the settlor or
beneficiaries of such trust or to one or more other trusts created by or for the
benefit of any of the foregoing persons, whether any such transfer described in
this subsection 4.6.2.3 is the result of gift, devise, intestate succession or
operation of law, or (iv) in connection with a pledge by any partners of a
constituent entity of Lessee to an affiliate of such partner;

4.6.2.4  atransfer of a beneficial interest resulting from public trading
in the stock or securities of an entity, where such entity is a_corporation or other
entity whose stock or securities is/are traded publicly on a national stock
exchange or is traded in the over-the-counter market and whose prme is regularly
quoted in recognized national quotation services;

4.6.2.5  amere change in the form, method or status of ownership
(including, without limitation, the creation of single purpose entities) so long as
the ultimate beneficial ownership remains the same as of the Effective Date, or as
otherwise excluded in accordance with subsections 4.6.2.1 through 4.6.2.4 above;

4.6.2.6  any transfer consummated pursuant to Section 12.02(a) of the
Limited Partnership Agreement of Lessee in the form of such partnership
agreement existing as of the date of Lessee’s acquisition of the leasehold under
the Existing Lease and delivered to County on or prior to such date [IF PRIOR
TO THE EXECUTION OF THE RESTATED LEASE DIRECTOR IN ITS
DISCRETION APPROVES THE FORM OF SECTION 12.02(A) OF THE
LIMITED PARTNERSHIP AGREEMENT OF LESSEE AS OF THE
EFFECTIVE DATE, THEN PRIOR TO THE EXECUTION OF THE LEASE
THE ABOVE REFERENCE TO THE FORM OF THE LIMITED
PARTNERSHIP AGREEMENT AS OF A CERTAIN DATE SHALL BE
REVISED TO BE THE FORM IN EFFECT AS OF THE EFFECTIVE DATE];
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4.6.2.7  any transfer resulting from 2 Condemnation by County; or

4.6.2.8 any assignment of the Lease by Lessee to a parent, subsidiary
or affiliate of Lessee in which there is no change to the direct and indirect
beneficial ownership of the leasehold interest.

4.6.3 Aggregate Transfer. “Aggregate Transfer” shall refer to the total
percentage of the shares of stock, partnership interests, membership interests or any other
equity interests (which constitute beneficial residual interests in Lessee or a Major
Sublessee, as appropriate) transferred or assigned in one transaction or a series of related
transactions (other than those enumerated in subsection 4.6.2) occurring since the later of
(a) the Effective Date, (b) the execution by Lessee of this Lease or a Major Sublease, as
appropriate, or (¢) the most recent Change of Ownership upon which an Administrative
Charge was paid to County; provided, however, that there shall be no double counting of
successive transfers of the same interest in the case of a transaction or series of related
transactions involving successive transfers of the same interest. Isolated and unrelated
transfers shall not be treated as a series of related transactions for purposes of the
definition of Aggregate Transfer.

4.64 Beneficial Residual Interest. As used in this Lease, “beneficial
residual interest” shall refer to the ultimate direct or indirect ownership interests in
Lessee (or a Major Sublessee, as applicable), regardless of the form of ownership and
regardless of whether such interests are owned directly or through one or more layers of
constituent partnerships, corporations, limited liability companies or trusts.

4.6.4.1  Interests Held By Entities. Except as otherwise provided
herein, an interest in Lessee, this Lease or a Major Sublease held or owned by a
partnership, limited liability company, corporation or other entity shall be treated
as owned by the partners, members, shareholders or other equity holders of such
entity in proportion to their respective equity interests, determined by reference to
the relative values of the interests of all partners, members, shareholders or other
equity holders in such entity. Where more than one layer of entities exists
between Lessee or a Major Sublessee, as appropriate, and the ultimate owners,
then the foregoing sentence shall be applied successively to each such entity in
order to determine the ownership of the beneficial interests in Lessee, this Lease
or a Major Sublease, as appropriate, and any transfers thereof.

4.64.2  Ownership of Multiple Assets. The proceeds of any event
constituting or giving rise to a Change of Ownership shall be apportioned to this
Lease or a Major Sublease, whichever is appropriate, and to any other assets
transferred in the same transaction in proportion to the relative fair market values
of the respective assets transferred. The Net Proceeds Share shall be calculated
only by reference to the amount of such proceeds apportioned to this Lease, a
Major Sublease or the beneficial interests therein, whichever is appropriate.

4.7  Calculation and Payment. A deposit of Fifteen Thousand and 00/100 Dollars
($15,000) toward the Administrative Charge shall be due and payable upon Lessee’s notification
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to County of the proposed Change of Ownership (that is not an Excluded Transfer) or Financing
Event and request for County’s approval thereof. If the transaction is approved, the balance of
the Administrative Charge, if any, and the Net Proceeds Share shall be due and payable
concurrently with the consummation of the transaction constituting the Change of Ownership or
Financing Event giving rise to the obligation to pay such fee, regardless of whether or not money
is transferred by the parties in connection with such consummation. If County disapproves the
proposed transaction then, within thirty (30) days after notice of its disapproval, County shall
deliver to Lessee a written notice setting forth the Administrative Charge (including
documentation in support of the calculation of the Administrative Charge), together with a
refund of the amount, if any, of the deposit in excess of the Administrative Charge otherwise
allowable under Section 4.6, In the event that the Administrative Charge exceeds the deposit,
then Lessee shall pay County the balance of the Administrative Charge otherwise allowable
under Section 4.6 within thirty (30) days after receipt of the notice from County setting forth the
Administrative Charge (including documentation in support of the calculation of the
Administrative Charge) and any additional supporting documentation reasonably requested by
Lessee within five (5) business days after its receipt of such notice. Together with its request for
County approval of the proposed transaction, Lessee, a Major Sublessee or the holder of a
beneficial interest in this Lease or a Major Sublease, whichever is appropriate, shall present to
County its calculation of the Net Proceeds Share (if any) anticipated to be derived therefrom,
which shall include the adjustment to Improvement Costs, if any, which may result from the
payment of such Net Proceeds Share (“Calculation Notice”). Each Calculation Notice shall
contain such detail as may be reasonably requested by County to verify the calculation of the Net
Proceeds Share. Within thirty (30) days after the receipt of the Calculation Notice and all
information or data reasonably necessary for County to verify the calculations within the
Calculation Notice, County shall notify the party giving the Calculation Notice as to County’s
agreement or disagreement with the amount of the Net Proceeds Share set forth therein or the
related adjustment of Improvement Costs, if any. Failure of County to approve the Calculation
Notice in writing within such thirty (30) day period shall be deemed to constitute County’s
disapproval thereof. Failing mutual agreement within thirty (30) days after the expiration of said
thirty (30) day period, the dispute shall be resolved by arbitration as set forth in Article 16 of this
Lease in the manner prescribed herein for the resolution of disputes concerning Fair Market
Rental Value. In the event County approves a Change of Ownership or Financing Event but a
dispute exists as to the Net Proceeds Share in respect thereof or the related adjustment, if any, in
Improvement Costs, then the transaction may be consummated after County has disapproved
Lessee’s Calculation Notice; provided, however, that (i) Lessee shall remit to County as
otherwise required hereunder the undisputed portion of the Net Proceeds Share and (ii) Lessee
shall deposit the disputed portion of the Net Proceeds Share into an interest bearing escrow
account at the closing of the transaction (or deliver to County a letter of credit or other security
reasonably acceptable to County in the amount of the disputed portion), which disputed portion
shall be distributed in accordance with the arbitration of the dispute pursuant to Article 16 of this
Lease, in the manner prescribed herein for the resolution of disputes concerning Fair Market
Rental Value.

4.7.1 Transfer of Less Than Entire Interest. Where a Change of Ownership
has occurred by reason of the transfer of less than all of an owner’s beneficial interest in
Lessee, this Lease or a Major Sublease, the Net Proceeds Share shall be due and payable
with respect to those portions of such beneficial interest that have been acquired by the
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transferee since the latest of (a) the Effective Date, (b) the most recent event creating
Lessee’s obligation to pay a Net Proceeds Share (including without limitation an approval
by County of a transfer at a price which falls below the threshold for paying a Net
Proceeds Share) with respect to this Lease (or a Major Sublease), or (c) the date which is
twelve (12) months prior to the transfer which constitutes the Change of Ownership.

4.7.2 Purchase Money Notes. If the transferor of an interest accepts a note
made by the transferee of such interest in payment of all or a portion of the acquisition
cost (a “Purchase Money Note™), such note shall be valued at its face amount; provided
that if the interest rate on such Purchase Money Note is in excess of a market rate, then
the value of such note shall be increased to reflect such above-market rate. Any disputes
between County and Lessee as to whether the interest rate on a Purchase Money Note is
in excess of a market rate or with respect to the valuation of a Purchase Money Note with
an above-market rate of interest, shall be settled by arbitration pursuant to Article 16
below.

473 Obligation to Pay Net Proceeds Share and Administrative Charge.
With respect to a Change of Ownership giving rise to the Administrative Charge and Net

Proceeds Share, the obligation to pay the Administrative Charge and Net Proceeds Share
shall be the joint and several obligation of the transferor and transferee. In the event that
the Administrative Charge or Net Proceeds Share is not paid when due with respect to the
beneficial interest in this Lease, then County shall have the remedies set forth in Section
13.3 hereof; provided, however, in the case of a transfer of an interest in Lessee (as
opposed to a transfer by Lessee of an interest in the Lease or the Premises) in which the
transferor and transferee fail to pay the Administrative Charge and/or Net Proceeds Share
due hereunder, as long as Lessee uses its best efforts to cause the payment of the required
Administrative Charge and Net Proceeds Share to be made, County shall, for a period of
up to three (3) years following the Change of Ownership, forebear from exercising any
right to terminate the Lease as a result thereof; provided further that at the end of such
three (3) year period County shall no longer have any obligation to forebear from
terminating the Lease if the Administrative Charge and Net Proceeds Share, plus interest
as described below, has not been paid in full. An Administrative Charge and Net
Proceeds Share not paid when due hersunder shall bear interest at the Prime Rate plus
three percent (3%). For purposes of determining whether County is required to forebear
from terminating the Lease as described above, Lessee’s obligation to use its best efforts
to cause the payment of the unpaid Administrative Charge and/or Net Proceeds Share
shall include the obligation at Lessee’s expense, to institute a legal action against the
transferor and transferee within ninety (90) days following the date of the transfer and to
diligently prosecute such legal action to completion.

4.8  Net Proceeds Share. If a Change of Ownership for which a Net Proceeds Share is

payable hereunder occurs prior to the twenty-fifth (25th) anniversary of the Completion Date, the
Net Proceeds Share shall be an amount equal to (a) one percent (1%) of the Gross Transfer
Proceeds (as defined below) from the Change of Ownership, less (b) the Administrative Charge
payable by Lessee in connection with the transaction. If a Change of Ownership for which a Net
Proceeds Share is payable hereunder occurs after the twenty-fifth (25th) anniversary of the
Completion Date, the Net Proceeds Share shall be the amount by which (a) the greater of (i) two
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percent (2%) of the Gross Transfer Proceeds from such transfer, or (ii) twenty percent (20%) of
the Net Transfer Proceeds from such transfer, exceeds (b) the Administrative Charge paid by
Lessee to County in connection with the transaction. With respect to a Financing Event for
which a Net Proceeds Share might be payable hereunder, the Net Proceeds Share (if any) shall be
the amount by which (I) twenty percent (20%) of the Net Refinancing Proceeds from such
Financing Event exceeds (II) the Administrative Charge paid by Lessee to County in connection
with the transaction. For purposes hereof, “Gross Transfer Proceeds” shall mean an amount
equal to the gross sale or transfer proceeds and other consideration given for the interests
transferred (but in the case of a transfer to a party affiliated with or otherwise related to the
transferor which constitutes a Change of Ownership that is not an Excluded Transfer, such
consideration shall in no event be deemed to be less than the fair value of the interests
transferred; if Lessee and County are unable to agree upon such fair value, then the matter shall
be determined pursuant to Article 16).

4.8.1 Transaction by Original Lessee. In the case of a transfer by Lessee
(but not a transfer by a successor or assignee of Lessee) constifuting a Change of
Ownership for which a Net Proceeds Share is payable, “Net Transfer Proceeds” shall
mean the Gross Transfer Proceeds from the transfer, less the following costs with respect
to Lessee (but not its successors or assignees):

4.8.1.1  The sum of (a) the purchase price paid by Lessee for the
acquisition from Neptune Marina in June, 2004 of the leasehold interest in the
Premises under the Existing Lease, plus (b) the amount of the total Extension Fee
that has been paid by Lessee as of the date of the Change of Ownership, plus (c)
actual out-of-pocket costs incurred by Lessee for its third party consultants and
attorneys and Actval Costs reimbursed to County in connection with the
negotiation and consummation of the Option Agreement and this Lease (the sum
of the amounts in (a), (b) and (c) are referred to as the “Base Value™), plus (d) the
final actual construction costs paid by Lessee in connection with the construction
of the Redevelopment Work, the Anchorage Facilities replacement work
described in Section 5.2, and other capital renovations to the Premises, or other
physical capital Improvements or Alterations to the Premises (including future
capital redevelopment and rehabilitation work, but not periodic maintenance and
repair) constructed by Lessee in compliance with Article 5 of this Lease
(including in each case all hard and soft costs, construction period interest on
Lessee’s construction loan, and developer fees incurred by Lessee, as long as such
developer fees do not exceed four percent (4%) of hard construction costs), which
costs have been submitted to County within ninety (90) days after the completion
of such Improvements (or in the case of phased construction, within ninety (90)
days after the completion of the applicable phase), together with a written
certification from Lessee and Lessee’s construction lender, if any, to the effect
that such costs are accurate (the amounts described in this clause (c) are referred
to as “Improvement Costs™). Notwithstanding the foregoing, with respect to
Improvements or Alterations which are not part of the Redevelopment Work,
Lessee shall submit the cost of such Improvements on an annual basis within
ninety (90) days following the end of each fiscal year. If by the date that is ninety
(90) days after the completion of the Redevelopment Work (or other
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Improvements) the final amount of the Improvement Costs is not established
because of a dispute or disputes between Lessee and its contractor(s), then Lessee
shall note such dispute(s) in its submission of the Improvement Costs (including a
description of the costs and the amounts under dispute). Lessee shall thereafter
notify County in writing within thirty (30) days after the resolution of any such
dispute as to any final adjustment required to the amount of the Improvement
Costs to reflect the resolution of such dispute.

4.8.1.2  Commissions, title and escrow costs, documentary transfer
taxes, sales and use taxes, reasonable attorneys’ fees, prepayment fees, penalties
or other similar charges (such as yield maintenance premiums or defeasance
costs), and other bona fide closing costs actually paid to third parties and
documented to the reasonable satisfaction of County, which costs were directly
attributable to the consummation of the particular transaction giving rise to the
obligation to pay County a Net Proceeds Share (collectively, “Documented
Transaction Costs™).

4.8.1.3  That portion of the principal amount of any Financing Event
after the Effective Date that constituted Net Refinancing Proceeds on which
Lessee paid County a Net Proceeds Share (or, in the case of a Financing Event on
which Lessee would have paid a Net Proceeds Share but for the exceptions set
forth in Section 4.6).

4.8.2 Transfer by Lessee’s Successor. In the case of a transfer by a Lessee

other than the original Lessee, “Net Transfer Proceeds” shall mean the Gross Transfer
Proceeds received by that successor, minus the following costs with respect to such
successor Lessee:

4.82.1 The greatest of (a) the sum of the Base Value, plus
Improvement Costs incurred subsequent to the Effective Date but prior to the
acquisition of the leasehold interest by such successor, (b) the purchase price such
successor paid to Lessee or such successor’s seller for the interest acquired or {(c)
the original principal amount of any Financing Event or Financing Events (on a
non-duplicative basis) after such successor Lessee’s acquisition of the leasehold
and with respect to which County was paid a Net Proceeds Share (or, in the case
of a Financing Event on which Lessee would have paid a Net Proceeds Share but
for the exceptions set forth in Section 4.6), plus the principal amount of any
financing existing as of the date on which such seller acquired the leasehold or
subsequently obtained by Lessee, if such financing has not been refinanced, but
without duplication;

48.22  Improvement Costs actually paid by such successor Lessee
after such successor Lessee’s acquisition of its leasehold interest in the Premises
(but not duplicative of the principal amount of any Financing Event described in
clause 4.8.2.1(c) above, the proceeds of which were used to fund such
Improvement Costs); provided that such costs have been submitted to County,
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with an appropriate lender and Lessee certification, as provided in subsection
4.8.1.1; and,

4.8.2.3  Documented Transaction Costs with respect to the transfer of
the interest by the successor.

483 Transfers of Major Sublessee’s Interest. With respect to any Change
of Ownership described in subsection 4.6.1(b), subsections 4.8.1 and 4.8.2 shall apply,
except that any rents or other amounts received by Lessee from the Major Sublessee a
percentage of which is passed through to County under any provision of this Lease (other
than payment of Net Proceeds Share) shall be disregarded in the computation of Net
Transfer Proceeds.

4.8.4 Other Transfers. With respect to any Change of Ownership that is not
an Excluded Transfer and is not described in subsections 4.8.1 through 4.8.3 (e.g., a
transfer of an interest in an entity holding a direct or indirect ownership interest in this
Lease or in a Major Sublease), subsections 4.8.1 and 4.8.2 shall apply to such Change of
QOwnership, except that in lieu of deducting the Base Value and Improvement Costs in
determining Net Transfer Proceeds, the cost to the transferor of the interest being
transferred or which was transferred in the past but constitutes a portion of an Aggregate
Transfer (which cost shall in no event be deemed to be less than a pro rata share of the
Base Value and Improvement Costs (or following a transfer by the original Lessee, such
cost shall in no event be deemed to be less than a prorata share of the sum of subsections
4.8.2.1 plus 4.8.2.2 as of the respective date of the transfer of each interest in the
aggregation pool)) shall be deducted. Furthermore, in the event that any such Change of
Ownership produces a Net Proceeds Share, the then existing Improvement Costs shall be
increased by an appropriate amount to reflect the basis on which the Net Proceeds Share
was calculated, and the basis of the interest that was transferred and for which a Net
Proceeds Share was paid shall also be increased for subsequent transfers of the same
interest, as if realized by Lessee upon a transfer of a comparable interest in this Lease or
in a Major Sublease, as appropriate.

4.8.5 Net Refinancing Proceeds. “Net Refinancing Proceeds” shall mean
the gross principal amount of any Financing Event after the Effective Date (plus in the
case of secondary financing the original principal balance of any existing financing that is
not repaid as a part of such secondary financing), minus (i) the greatest of (a) the Base
Value plus the Improvement Costs, (b) the original principal amount of any subsequent
refinancing by Lessee in connection with which County was paid a Net Proceeds Share
(or, in the case of a Financing Event in connection with which Lessee would have paid a
Net Proceeds Share but for the exceptions set forth in Section 4.6) plus if the financing
described in this clause (b) was secondary financing, the original principal balance of any
then existing financing that was not repaid as a part of such secondary financing, or (c) in
the case of a successor Lessee, the purchase price such successor paid to Lessee or such
successor’s seller for the interest acquired, (ii) any portion of the proceeds of the
Financing Event which shall be used for Improvement Costs, (iii) other Improvement
Costs incurred by Lessee and not paid for or repaid with the proceeds of any Financing
Event, and (iv) Documented Transaction Costs with respect to such Financing Event, and
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Documented Transaction Costs with respect to any previous refinancing to the extent
such previous refinancing did not produce sufficient Net Refinancing Proceeds against

. which such Documented Transaction Costs could be offset. Notwithstanding the
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foregoing, there shall be no double counting of Improvement Costs in clauses (i), (ii) and
(iii) above. In addition, notwithstanding any contrary provision of Section 4.6 above
pursuant to which a Net Proceeds Share would be due upon a Financing Event, if the
purpose of a Financing Event is to fund the acquisition cost (or a portion of the
acquisition cost) of a Change of Ownership that is not an Excluded Transfer, then to the
extent that the gross principal amount of the Financing does not exceed the gross sale or
transfer price of such Change of Ownership, and if the Financing Event is consummated
concurrently with the consummation of the Change of Ownership, there shall not be any
separate Net Proceeds Share payable in connection with such Financing Event.

4.8.6 Transfers to which Sections 4.6 through 4.8 Apply. The provisions of
Sections 4.6 through 4.8 hereof shall apply to all transfers of beneficial interests in this
Lease or a Major Sublease which constitute a Change of Ownership, unless such transfers
are otherwise excluded pursuant to this Lease. Furthermore, the provisions of Sections
4.6 through 4.8 of this Lease, and the principles set forth therein, shall apply to any
transfer or series of transfers which County can demonstrate was primarily structured for
the purpose of avoiding the obligation to pay Net Proceeds Share set forth in Sections 4.6
through 4.8 of this Lease and which, viewed together, would otherwise constitute a
Change of Ownership.

4.8.7 Payment. Net Proceeds Share shall be due and payable concurrently
with the transfer giving rise to the obligation to pay such share and shall be the joint and
several obligation of the transferee and transferor. Net Proceeds Share not paid when due
shall be subject to a late fee of six percent (6%) of the amount due, together with interest
on such Net Proceeds Share and late fee at the Applicable Rate from the date due until
paid; provided that in the case of a dispute as to the correct amount of the Net Proceeds
Share there shall be no late fee payable as long as Lessee timely pays to County the
undisputed portion of the Net Proceeds Share and deposits the disputed portion thereof in
an interest bearing escrow account at the closing of the transaction (or delivers to County
a letter of credit or other security reasonably acceptable to County in the amount of such
disputed portion). In the event that the proceeds of the transaction giving rise to the
obligation to pay Net Proceeds Share are comprised, in whole or in part, of assets other
than cash, then the cash payment of the Net Proceeds Share shall reflect the fair market
value of such non-cash assets as of the date of the Change of Ownership, which shall be
set forth in the Calculation Notice. Notwithstanding the foregoing, in the case of a
Change of Ownership described in subsection 4.6.1(b), the Net Proceeds Share shall be
payable to County as and when the Net Transfer Proceeds are received, with the Net
Proceeds Share being equitably apportioned to the payments derived by Lessee from said
Change of Ownership (other than any payments passed through to County under this
Lease).

4.8.8 Shareholder, Partner, Member, Trustee and Beneficiary List. Prior to
the Effective Date, prior to each subsequent Change of Ownership or Financing Event
and upon the request of County (which requests shall be no more frequent than once per
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year), Lessee shall provide County with an updated schedule listing the names and
mailing addresses of (i) all shareholders, partners, members and other holders of equity or
beneficial interests in Lessee, this Lease or the Major Sublessee under any Major
Sublease, and (ii) all shareholders, partners, members and other holders of equity or
beneficial interests in any of the constituent shareholders, partners, members or other
holders of equity or beneficial interests in Lessee or any Major Sublessee under any
Major Sublease, if such interest exceeds a five percent (5%) or greater beneficial interest
in Lessee or the Major Sublessee under a Major Sublease. In the event that such
shareholder, partner, member or other interest holder is a trust, Lessee shall include in
such schedule the name and mailing address of each trustee of said trust, together with
the names and mailing addresses of each beneficiary of said trust with greater than a five
percent (5%) actuarial interest in distributions from, or the corpus of, said trust; provided,
however, that to the extent that Lessee is prevented by Applicable Laws from obtaining
such information regarding the beneficiaries of said trust(s), Lessee shall have complied
with this provision if Lessee uses its best efforts to obtain such information voluntarily
and provides County with the opportunity to review any such information so obtained.
Lessee agrees to use its best efforts to provide County with any additional information
reasonably requested by County in order to determine the identities of the holders of five
percent (5%) or greater beneficial interests in Lessee or a Major Sublease.

5. CONSTRUCTION OF IMPROVEMENTS.

5.1  Redevelopment Work. It is expressly understood and agreed that following the
Effective Date Lessee shall proceed to demolish the existing landside Improvements located on
the Premises and construct four hundred (400) new luxury apartment units on the Premises,
consisting of two hundred forty six (246) one bedroom and one hundred fifty four (154) two
bedroom units. The construction of such new apartments, along with all associated
improvements, parking facilities, hardscape, landscape and other site work approved by County
and to be performed in connection with the construction of such new apartments, are herein
collectively referred to as the “Landside Work.” The existing Improvements currently include
one hundred eighty-four (184) anchorage slips and fourteen (14) end-ties. In addition to the
Landside Work, Lessee shall demolish the existing anchorage slips, end-ties and related
anchorage Improvements on the Premises, and replace the same with new anchorage slips, end-
ties and related anchorage Improvements, including without limitation new docks, gangways and
related components (collectively, the “Anchorage Facilities”), including one hundred sixty-one
(161) anchorage slips and thirteen (13) end-ties, plus the one Transient Slip described in Section
17.10 below [IF NECESSARY, PRIOR TO EXECUTION OF THE LEASE THE NUMBER
OF ANCHORAGE SLIPS/END TIES WILL BE REVISED TO REFLECT ANY CHANGE IN
THE NUMBER OF SUCH ANCHORAGE SLIPS/END TIES IN THE LESSEE’S FINAL
ENTITLEMENTS, AS APPROVED BY COUNTY UNDER THE OPTION AGREEMENT].
The new Anchorage Facilities shall meet current Applicable Laws, including without limitation
all ADA requirements. The foregoing demolition and construction work pertaining to the
Anchorage Facilities is referred to herein as the “Anchorage Work.”

In addition to the foregoing, Lessee shall construct on a parcel to be created by County
adjacent to the Premises as described in the general development plan attached to this Lease as
Exhibit B, new public transient docks (the “Public Docks™) in accordance with the design that
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has been approved by County, Lessee and all necessary governmental regulatory agencies
pursuant to the Option Agreement. County shall be responsible for the creation of the separate
parcel for the Public Docks and providing all necessary easements or other rights for access and
temporary construction easements required by Lessee in connection with the construction of the
Public Docks. Any delays caused by County in providing the necessary rights in order to
facilitate construction of the Public Docks, or in approving the Final Plans for the Public Docks
pursuant to Section 5.1.1 below (to the extent such Final Plans are not approved prior to the
Effective Date) shall extend the Required Construction Completion Date for the Public Docks.
County shall own the Public Docks and following completion of the Public Docks County shall
assume full control and responsibility for the operation and maintenance of the Public Docks.
Lessee shall assign all construction warranties to County. The foregoing construction work
pertaining to the Public Docks is referred to herein as the *“Public Docks Work.” The Landside
Work, the Anchorage Work and the Public Docks Work are collectively referred to herein as the
“Redevelopment Work.”

The scope, design, density, site coverage, layout and open space, view corridors, building
height, construction materials, landscaping, hardscaping and other improvement specifications
pertaining to the Redevelopment Work shall be in accordance with the general development plan
attached to this Lease as Exhibit B and shall be subject to County’s approval as set forth in this
Article 5 and Section 6.3 of the Option Agreement. The design and quality standards for the
Landside Improvements shall be at least commensurate with those of luxury apariment projects
recently constructed on the Westside of Los Angeles. The design and quality standards for the
Anchorage Work and the Public Docks shall require that the Anchorage Facilities, as renovated,
and the Public Docks are first-class, state of the art, and comply with (i) the then most recent
edition of the Minimum Standards, (ii) the then most recent edition of Layout and Design
Guidelines for Small Craft Facilities by the California Department of Boating and Waterways (or
similar successor publication), and (iii) design memoranda as provided by the Harbor Engineer
of the Los Angeles County Department of Beaches and Harbors (collectively, the “Anchorage
Facilities Quality Standard™).

Lessee shali be responsible for the acquisition and compliance with all required
governmental (including, without limitation, County, Coastal Commission and Design Control
Board) planning and entitlement approvals for the Redevelopment Work. Lessee shall be solely
responsible for all costs and expenses incurred in connection with the design, entitlement and
construction of the Redevelopment Work.

Lessee shall comply with all time deadlines and schedules set forth in this Article 5
relating to the completion of the design and construction of the Redevelopment Work. Lessee’s
failure to do so shall, if not cured within the applicable cure period set forth in subsection 13.1.2,
constitute an Event of Default. Except to the extent Lessee is prevented from so doing by the
events identified in Sections 5.6 or 5.7, Lessee shall cause (1) the Substantial Commencement of
Construction of the Redevelopment Work in accordance with the Final Redevelopment Work
Plans and Specifications (as defined in subsection 5.1.1 below) to occur on or before that date
(the “Required Construction Commencement Date™) which is six (6) months following the
Effective Date, and (2) the Substantial Completion of the Redevelopment Work to occur on or
before that date (the “Required Construction Completion Date™) that is thirty (30) months
following the Effective Date.
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For the purposes of this Lease, “Substantial Commencement” or “Substantial
Commencement of Construction” shall mean the commencement of the demolition work
required in connection with the Redevelopment Work, as long as following the commencement
of demolition Lessee diligently proceeds to complete such demolition work and commences the
actual construction of the new Improvements immediately following the completion of
demolition. For purposes of this Lease, the terms “Substantial Completion” or “Substantially
Complete” as they pertain to a portion of the Redevelopment Work shall mean the completion of
such portion of the Redevelopment Work in accordance with the Final Redevelopment Work
Plans and Specifications, subject to minor so-called punch list items that do not interfere with the
use and occupancy of such portion of the Redevelopment Work. Without limitation of any other
requirements for Substantial Completion, the requisite portion of the Redevelopment Work shall
not be considered Substantially Completed until Lessee has received a temporary certificate of
occupancy or equivalent approval required for the legal occupancy and use of such
Redevelopment Work. The Required Construction Commencement Date and Required
Construction Completion Date will be extended only under the specific circumstances set forth
in Sections 5.6 or 5.7, and under no other circumstances. In the event that Lessee fails to
Substantially Commence Construction of the Redevelopment Work on or before the Required
Construction Commencement Date, or fails to substantially complete the Redevelopment Work
on or before the Required Construction Completion Date (as such dates may be extended
pursuant to Sections 5.6 or 5.7 below), then in addition to any other right or remedy which
County may have in connection therewith, but subject to Section 12.12, this Lease shall be
automatically amended such that the terms and provisions of this Lease revert back to the terms
and provisions of the Existing Lease (including, without limitation, the Existing Expiration
Date).

5.1.1 Fina] Redevelopment Work Plans and Specifications. Pursuant to -
Sections 6.3.1 and 6.3.2 of the Option Agreement, County has heretofore approved the

Schematics and the Preliminary Plans for the Redevelopment Work. On or before ninety
(90) days prior to the Required Construction Commencement Date, Lessee shall submit
for approval by Director six (6) complete sets of final plans and detailed specifications
for the Redevelopment Work on the Premises (the “Final Plans™), together with one (1)
set of appropriate structural computations, identical to those requested or required by the
County Director of Public Works incident to the issuance of building permits under the
relevant provisions of the Los Angeles County Building Code. The Final Plans shall
reflect a natural progression and logical evolution from the Preliminary Plans approved
under the Option Agreement. Lessee shall file duplicate copies of the Final Plans
required by this subsection with the County Director of Public Works, together with the
necessary and appropriate applications for building permits for the Redevelopment Work
on the Premises. Any material difference in the scope, size, configuration, arrangement
or motif of the Improvements described in the Final Plans from those described in the
Preliminary Plans for the Premises approved under Section 6.3.2 of the Option
Agreement shall be separately identified and described. Director shall have twenty one
(21) days within which to approve or disapprove the Final Plans, which approval shall
not be unreasonably withheld. Director may disapprove the Final Plans only on the
grounds that they do not reflect a natural evolution from or that they materially differ
from the approved Preliminary Plans (exclusive of any Approved Governmental
Changes, as defined in Section 6.3.1 of the Option Agreement). Failure of Director to
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disapprove said Final Plans within twenty one (21) days after Director’s receipt shall be
deemed Director’s approval thereof; provided, however, that in the event that the Final
Plans contain substantial changes from the Preliminary Plans (other than any Approved
Governmental Changes), then Director shall have sixty (60) days in which to approve the
Final Plans, which approval shall be deemed withheld if not granted in writing within
such sixty (60) day period; and provided further, that together with the submission of the
Final Plans, Lessee must deliver to Director a transmittal letter containing the following
text prominently displayed in bold faced type:

“PURSUANT TO SUBSECTION 5.1.1 OF THE LEASE, IF THESE
MATERIALS CONTAIN NO SUBSTANTIAL CHANGES (OTHER
THAN ANY APPROVED GOVERNMENTAL CHANGES) FROM THE
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE
MATERIALS IN WHICH TO APPROVE OR DISAPPROVE THEM.
FAILURE TO DISAPPROVE THESE MATERIALS IN WRITING
WITHIN TWENTY ONE (21) DAYS OF YOUR RECEIPT OF THESE
MATERIALS SHALL CONSTITUTE YOUR APPROVAL OF THEM.”

Following any deemed disapproval by Director of such submission, Director shall, within
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in
writing Director’s objections to the submission. Director’s approval shall not be
unreasonably withheld; provided, however, that it shall be deemed reasonable to
disapprove any submission not in substantial conformity with the approved Preliminary
Plans (exclusive of any Approved Governmental Changes). Upon approval, the Final
Plans shall be referred to herein as the “Final Redevelopment Work Plans and
Specifications.” No material modifications shall be made to the Improvements described
in the approved Final Redevelopment Work Plans and Specifications, without the prior
written approval of Director, which shall not be unreasonably withheld.

5.2 - Future Replacement of Anchorage Fagcilities. During the period from the thirtieth
(30th) anniversary of the Effective Date through the forty-fifth (45th) anniversary of the
Effective Date, County shall have the right to have the condition of the Anchorage Facilities
inspected from time to time by an independent, nationally recognized, marine engineering
consultant selected by County. For purposes of this Section 5.2 only, the Anchorage Facilities
shall include the landside lockers, restrooms and shower facilities to which the users of the
anchorage improvements are provided access. County and Lessee shall equally share the fees
and expenses incurred for the marine engineering consultant engaged by the County under this
Section 5.2. If in the opinion of such engineering consultant the Anchorage Facilities (i) are
unsafe, unsightly or at the end of their useful lives; or (ii) are of a lesser overall quality than a
majority of the other anchorage facilities operated in Marina del Rey at the time of the
inspection, then at the County’s request Lessee shall, at Lessee’s cost, replace the Anchorage
Facilities with new Anchorage Facilities. For purposes of this Section 5.2, the Anchorage
Facilities shall be inspected and evaluated by the engineering consultant on a section by section
basis, and if a particular section, or a material portion of a particular section, of the Anchorage
Facilities does not satisfy the test set forth above, then Lessee shall be required to replace all of
the component parts of such section. For purposes hereof, the landside lockers, on the one hand,
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and the restrooms and shower facilities, on the other hand, shall each be considered to be a
separate “section” of the Anchorage Facilities. Notwithstanding that the inspection of the
Anchorage Facilities shall be performed on a section by section basis, if multiple sections of the
Anchorage Facilities do not meet the test set forth above in this Section 5.2, then Lessee shall be
required to perform the replacement of all of such deficient Anchorage Facilities at the same
time unless Lessee and Director otherwise agree upon a mutually acceptable phasing schedule
for such replacement. In all events, all of the Anchorage Facilities shall be replaced at one point
or another during the period between the thirtieth (30th) and forty-fifth (45th) anniversaries of
the Effective Date,

The replacement Anchorage Facilities under this Section 5.2 shall comply with the
Anchorage Facilities Quality Standard defined in Section 5.1 above and shall be performed in
accordance with all terms and provisions of this Article 5 applicable to Alterations. The
consuitant’s determination as to the date that the Anchorage Facilities, or portions thereof,
require replacement pursuant to this Section 5.2 shall be based solely on the actual condition of
such Anchorage Facilities, and no consideration shall be given to the duration of the remaining
Term of the Lease in making such determination. 1f the consultant determines that Anchorage
Facilities replacement work is required, then concurrent with such determination, the consultant
shall include as a part of such determination its opinion as to the period of time reasonably
necessary to perform the design, permitting and construction of such work. Lessee shall
commence any required work (i.e., commence any design and permitting work) within sixty (60)
days following receipt of the consultant’s determination and thereafier complete the installation
and construction of the work within the period prescribed in the consultant’s determination.
Notwithstanding any contrary provision of this Section 5.2, with respect to the landside lockers,
restrooms and shower facilities included in the Anchorage Facilities, Lessee shall have the right
to choose to renovate such facilities in a manner that meets the Anchorage Facilities Quality
Standard in lieu of the complete replacement thereof.

5.3  Plans and Specifics for Alterations. For purposes of this Lease, “Alterations”
means any and all alterations or modifications to the Improvements located on the Premises or
the construction of any new Improvements on the Premises, other than the Redevelopment
Work. Lessee shall make no Alterations to the Improvements located on the Premises without
the prior written approval by Director of such Alterations (including the Director’s approval of
the plans, specifications and other materials pertaining to such Alterations required under this
Section 5.3). Prior and as a condition precedent to the construction of any Alterations, Lesses
shall submit to Director, for Director’s approval, the plans, specifications and other materials
described in this Section 5.3 pertaining to such Alterations. All Alterations must be consistent
with the Permitted Uses set forth in Article 3 of this Lease. The plan submittal and approval
procedures set forth in subsections 5.3.1 through 5.3.3 below shall not be applicable to the
Redevelopment Work. The Redevelopment Work shall be subject to the plan submittal and
approval procedures set forth in the Option Agreement and subsection 5.1.1 of this Lease.

53.1 Schematics and Narrative. Lessee shall submit to the Director six (6)
sets of schematic plans together with a narrative description and construction cost
estimate summary clearly delineating the nature, size, configuration and layout of the
Alterations, Such plans shall, among other things, clearly delineate the architectural
theme or motif of the Alterations and shall identify and illustrate all affected boundaries

3306655.5 42



3306655.5

of the Premises and all affected rights-of-way or other areas reserved to County or third
parties which are located thereon. Director shall have sixty (60) days within which to
approve or disapprove such submission. Failure of Director to approve such submission
in writing within said sixty (60) day period shall be deemed disapproval of said
submission. Following any deemed disapproval of such submission by Director, Director
shall, within thirty (30) days after receipt of a writien request from Lessee, disclose to
Lessee in writing Director’s objections to the submission. After approval of schematic
plans (or subsequent approval of preliminary or final plans) by Director, if changes in
such plans are required by conditions of approval of the Alterations imposed by the
California Coastal Commission or other governmental agency having jurisdiction
thereover, Lessee shall promptly advise Director in writing of such changes and Director
shall not disapprove those changes which constitute Approved Governmental Changes.

5.3.2 Preliminary Plans and Specifications. After Director’s approval of the
materials submitted pursuant to subsection 5.3.1, Lessee shall submit to Director six (6)
sets of preliminary plans, outline specifications and construction cost estimates for the
Alterations, The preliminary plans, outline specifications and construction cost estimate
shall conform to, expand upon and reflect a natural evolution from the descriptions and
estimates set forth in the approved schematic plans and narrative. Any difference in the
scope, size, configuration, arrangement or motif of the Improvements from those
described in the approved schematics and narrative shall be separately identified and
described. Director shall have twenty-one (21) days within which to approve or
reasonably disapprove such submission, and Director may disapprove said preliminary
plans only on the grounds that (i) they do not reflect a natural evolution from the
approved schematic plans or that they materially differ from the approved schematic
plans and narrative (exclusive of any Approved Governmental Changes), or (ii) that any
new, different or additional specifications for the Improvements not expressly set forth in,
and approved by Director as a part of, the schematic plans do not meet the requirements
for the Improvements set forth in this Article 5. Failure of Director to disapprove said
preliminary plans within twenty one (21) days after Director’s receipt thereof shall be
deemed Director’s approval thereof; provided, however, that in the event that the
preliminary plans, outline specifications and construction cost estimates contain
substantial changes from the approved schematics and narrative (other than Approved
Governmental Changes), then Director shall have sixty (60) days in which to approve
said submission, which approval shall be deemed withheld if not granted in writing
within such sixty (60) day period; and provided further, that together with the submission
of the preliminary plans, outline specifications and construction cost estimates, Lessee
must deliver to Director a transmittal letter containing the following text prominently
displayed in bold faced type:

“PURSUANT TO SUBSECTION 5.3.2 OF THE AMENDED AND
RESTATED LEASE AGREEMENT, IF THESE MATERIALS
CONTAIN NO SUBSTANTIAL CHANGES (OTHER THAN
APPROVED GOVERNMENTAL CHANGES) FROM THE
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE
MATERIALS IN WHICH TO APPROVE OR DISAPPROVE THEM.
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FAILURE TO DISAPPROVE THESE MATERIALS IN WRITING
WITHIN TWENTY ONE (21) DAYS OF YOUR RECEIPT OF THESE
MATERIALS SHALL CONSTITUTE YOUR APPROVAL OF THEM.”

Following any deemed disapproval of such submission by Director, Director shall, within
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in
writing Director’s objections to the submission.

533 Final Plans and Specifications. After approval of the preliminary
plans, Lessee shall submit for approval by Director six (6) complete sets of final plans,
detailed specifications and a construction cost statement for the Alterations, together with
one (1) set of appropriate structural computations, identical to those requested or required
by the County Director of Public Works incident to the issuance of building permits
under the relevant provisions of the Los Angeles County Building Code. Lessee shall file
duplicate copies of the final plans, detailed specifications and construction cost statement
required by this Section with the County Director of Public Works, together with the
necessary and appropriate applications for building permits, Any difference in the scope,
size, configuration, arrangement or motif of the Alterations from those described in the
approved preliminary plans and specifications shall be separately identified and
described. Director shatl have twenty one (21) days within which to approve or
disapprove such submission, and Director may disapprove such submission only on the
grounds that (i) they do not reflect a natural evolution from or that they materially differ
from the approved preliminary plans, outline specifications and construction cost
estimates (exclusive of any Approved Governmental Changes), or (ii) that any new,
different or additional specifications for the Improvements not expressly set forth in, and
approved by Director as a part of, the preliminary plans do not meet the requirements for
the Improvements set forth in this Article 5. Failure of Director to disapprove said
materials within twenty one (21) days after Director’s receipt shall be deemed Director’s
approval thereof; provided, however, that in the event that the final plans, detailed
construction specifications and construction cost statement contain substantial changes
from the preliminary plans, outline specifications and construction cost estimates (other
than Approved Governmental Changes), then Director shall have sixty (60) days in which
to approve said submission, which approval shall be deemed withheld if not granted in
writing within such sixty (60) day period; and provided further, that together with the
submission of the final plans, detailed construction specifications and construction cost
statement, Lessee must deliver to Director a transmittal letter containing the following
text prominently displayed in bold faced type:

“PURSUANT TO SUBSECTION 5.3.3 OF THE AMENDED AND
RESTATED LEASE AGREEMENT, IF THESE MATERIALS
CONTAIN NO SUBSTANTIAL CHANGES (OTHER THAN
APPROVED GOVERNMENTAL CHANGES) FROM THE
MATERIALS PREVIOUSLY SUBMITTED TO YOU, YOU HAVE
TWENTY ONE (21) DAYS AFTER RECEIPT OF THESE
MATERIALS IN WHICH TO APPROVE OR DISAPPROVE THEM.
FAILURE TO DISAPPROVE THESE MATERIALS IN WRITING
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WITHIN TWENTY ONE (21) DAYS OF YOUR RECEIPT OF THESE
MATERIALS SHALL CONSTITUTE YOUR APPROVAL OF THEM.”

Following any deemed disapproval of such submission by Director, Director shall, within
thirty (30) days after receipt of a written request from Lessee, disclose to Lessee in
writing Director’s objections to the submission. Director’s approval shall not be
unreasonably withheld; provided, however, that it shall be deemed reasonable to
disapprove any submission not in substantial conformity with the approved preliminary
plans and specifications (exclusive of any Approved Governmental Changes), or which
contains new, different or additional specifications for the Improvements which were not
expressly set forth in, and approved by Director as a part of, the preliminary plans and
which do not meet the requirements for the Improvements set forth in this Article 5. No
material modification shall be made to the Alterations described in the approved final
plans, specifications and costs (the “Final Alteration Plans and Specifications™) without
the prior written approval of Director, which shall not be unreasonably withheld.

54  Conditions Precedent to the Commencement of Construction. No Redevelopment

Work or Alterations shall be commenced until each and all of the following conditions have been
satisfied:
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54.1 Permits and Other Approvals. Lessee shall have received and
furnished the Department with copies of all permits, licenses and other governmental
approvals necessary for commencement of the Redevelopment Work or Alterations, as
the case may be. All permits, licenses and other governmental approvals necessary for
subsequent stages of the Redevelopment Work or Alterations shall be furnished to the
County prior to commencement of such stages.

54.2 Copies of Construction Contracts. Lessee shall have furnished County
with copies of any contract(s) entered into between Lessee and any general contractor(s)
employed for the purpose of constructing the Redevelopment Work or Alterations, as the
case may be.

543 Performance and Payment Bonds. Lessee shall, at its own cost and
expense, have furnished County with the following separate corporate surety bonds not
less than ten business (10) days prior to the commencement of construction, which bonds
must be in form and content reasonably satisfactory to County:

543.1 A corporate surety performance bond (*“Performance Bond™)
issued by a surety company licensed to transact business as such in the State of
California, in an amount not less than one hundred percent (100%) of the amount
of all hard construction costs approved by County in conjunction with the
approved work. The Performance Bond and its issuer shall be in all material
respects reasonably satisfactory to County. It shall name Lessee as principal and
said issuer as surety, and County as obligee, assuring full and satisfactory
performance by Lessee of Lessee’s obligations herein to build, construct and
otherwise complete the Improvements described in the approved final plans and
specifications.
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5.4.32 A corporate surety payment bond, issued by a surety company
licensed to transact business as such in the State of California, with Lessee as
principal, said company as surety and County as obligee, in a sum equal to one
hundred percent (100%) of the total construction cost anticipated to be incurred in
connection with the approved work, guaranteeing payment for all materials,
provisions, supplies and equipment used in, upon, for or about the performance of
said construction work or for labor done thereon of any kind whatsoever and
protecting County from any and all liability, loss or damages arising out of or in
connection with any failure to make such payment (the “Payment Bond”). The
Payment Bond shall be in form and content reasonably satisfactory to County.

In the event that construction is performed by a licensed
general contractor on behalf of Lessee, provided that such contractor provides
County with a bond or bonds compliant with this subsection, and in all material
respects reasonably satisfactory to County and otherwise complying with this
subsection, County will accept such contractor’s bonds in lieu of the Performance
Bond and/or Payment Bond by Lessee required by this subsection 5.4.3. Any
bonds provided by Lessee or its general contractor pursuant to this subsection
may name the Lessee’s lender as an additional obligee.

5.44 Alternative Security. In lieu of providing the Payment and
Performance Bonds, Lessee may, in its discretion, provide any one or any combination of
the following alternative security: (i} a completion guaranty, in form and substance
reasonably acceptable to County, made by an individual or entity with a sufficient net
worth and liquidity, in the sole discretion of Director, to comply with the terms of such
guaranty in view of the potential financial responsibility involved, (ii) a Certificate of
Deposit, cash or United States governmental security, (iii) an additional Letter of Credit,
or (iv) a Set Aside Letter from Lessee’s construction lender. The security described in
clauses (ii), (iii} and (iv) above shall be in an amount equal to one hundred percent
(100%) of the construction contract price for hard costs, and shall permit County to draw
thereon to complete the construction of the Improvements if same have not been
completed by Lessee or if a material Event of Default has occurred under this Lease. In
addition, Director also shall have the authority to accept in lieu of the Payment and
Performance Bonds, so-called “Subguard” insurance in such amount, on such terms and
issued by such carrier as approved by Director, in combination with such other security,
such as a completion guaranty, as acceptable to Director. Any alternative security
provided by Lessee pursuant to this subsection may name County and Lessee’s
construction lender as co-beneficiaries. A condition precedent to Lessee’s right to
provide the alternate security described in this subsection 5.4.4 shall be delivery by
Lessee to County of an opinion of counsel from a firm and in a form acceptable to
County to the effect that the construction work does not constitute a public work of
improvement requiring the delivery of the bonds described in subsection 5.4.3 above.
Director shall have the authority, in his reasonable discretion, to modify, waive or reduce
the amount of any bonds or alternate security required hereunder.

5.4.5 Evidence of Financing. Lessee shall have provided evidence
satisfactory to County of its having sufficient financial resources, as determined by
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Director, to complete the Redevelopment Work or Alterations, as applicable. Lessee shall
furnish Director with copies of all final notes, guarantees, partnership, shareholder or
limited liability company agreements, construction loan and/or permanent loan
commitments, documents evidencing equity contributions, documents creating and/or
perfecting security interests, and all documents and exhibits referred to in any of the
foregoing, together with any and all recorded documents affecting an interest in the
Premises, within seven (7) days after such document or instrument becomes effective.

5.4.6 Work Schedule. With respect to the Redevelopment Work, Lessee
shall have provided County with a construction schedule which will result in the
completion of the Redevelopment Work on or before the Required Construction
Completion Date, as such date may be extended as provided in this Article 5.

5.5  County Cooperation. In its proprietary capacity, the Department shall cooperate
with and assist Lessee, to the extent reasonably requested by Lessee, in Lessee’s efforts to obtain
the appropriate governmental approvals, consents, permits or variances which may be required in
connection with the performance by Lessee of the Redevelopment Work described in Section 5.1
above, the future Anchorage Facilities replacement work described in Section 5.2 above, and the
Subsequent Renovations described in Section 5.13 below, as applicable. Such cooperative efforts
may include the Department’s joinder in any application for such approval, consent, permit or
variance, where joinder therein by the Department is required or helpful; provided, however, that
Lessee shall reimburse County for the Actual Cost incurred by the Department in connection
with such joinder or cooperative efforts. Notwithstanding the foregoing, Lessee and County
acknowledge that the approvals given by County under this Lease are approvals pursuant to its
authority under Section 25536 or 25907 of the California Government Code; that approvals
given under this Lease in no way release Lessee from obtaining, at Lessee’s expense, all permits,
licenses and other approvals required by law for the construction of Improvements on the
Premises and operation and other use of such Improvements on the Premises; and that the
Department’s duty to cooperate and County’s approvals under this Lease do not in any way
modify or limit the exercise of County’s governmental functions or decisions as distinct from its
proprietary functions pursuant to this Lease.

5.6 Delays in Completion of Redevelopment Work. Once construction of the

Redevelopment Work has been Substantially Commenced, Lessee shail thereafter diligently
pursue the completion of such construction by the Required Construction Completion Date.
During this period, delays due to fire, earthquake, flood, tornado or other act of God, civil
disturbance, war, organized labor dispute, freight embarge or other unforesesable event
reasonably beyond the control of Lessee, or a hidden condition, including without limitation
environmental contamination, relating to the foundation, substructure or subsurface of the
Premises which was not known to Lessee as of the commencement of such construction activity
(“Force Majeure”) shall extend the Required Construction Completion Date by the length of time
-of such delay, although Lessee shall to the extent possible commence and complete the portions,
if any, of the Improvements not impacted by such delay within the timeframe set forth in this
Lease. For purposes of this Section 5.6, “Force Majeure” shall also include delays in the
completion of construction caused (i) by a third party restraining order or injunction (filed by a
plaintiff other than County or the California Coastal Commission) obtained after the
commencement of construction, subject to Lessee’s obligation to diligently pursue the removal
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or appeal of any such restraining order or injunction, or (ii) by Unreasonable County Activity
after the commencement of construction, subject to the procedures set forth in subsection 5.7.2
below for establishing Unreasonable County Activity. Lessee and Director shall discuss and
attempt to agree on the length of time of any entitled delay due to Force Majeure pursuant to this
Section 5.6. If they are unable to agree within thirty (30) days after the event or occurrence
giving rise to Lessee’s claim to an entitlement to a delay under this Section 5.6, the matter shall
be arbitrated as set forth in Article 16.

5.7  Extension of Dates. Other than as set forth in Section 5.6 above, the Required
Construction Commencement Date and Required Construction Completion Date shall be
extended only for the reasons set forth in this Section.

5.7.1 Injunction by Third Party, Nonregulatory Body. The Required

Construction Commencement Date shall be extended if the commencement of
construction of the Redevelopment Work has been enjoined or restrained by a court
action commenced by a plaintiff other than County or the California Coastal Commission
acting in their governmental capacity. In such case, the Required Construction
Commencement Date shall be extended until forty-five (45) days after the restraining
order and/or injunction is removed; provided that in no event shall the Required
Construction Commencement Date be extended beyond the second (2nd) anniversary of
the Effective Date. Whether or not a named party in such action, Lessee shall diligently
pursue the removal of any restraining order or injunction so issued and shall exhaust all
commercially reasonable efforts to appeal such restraining order or injunction. If the
Required Construction Commencement Date is extended pursuant to this subsection
5.7.1, then the Required Construction Completion Date shall be extended by the same
period of the extension of the Required Construction Commencement Date.

572 Delay Caused by Unreasonable County Acts. The Required
Construction Commencement Date shall be extended if Lessee has been delayed in the
obtaining of any permits or other approvals necessary for the commencement of
construction due to Unreasonable County Activity. For the purposes of this Lease, the
following shall be deemed to be “Unreasonable County Activity”: (i) County’s failure to
provide required joinder, if any, in Lessee’s proposals for the Improvements described in
the Final Redevelopment Work Plans and Specifications before any governmental
agency; or (ii) County’s failure to take such other actions in its proprietary capacity
reasonably requested by Lessee, at no cost or expense to County, which are necessary for
Lessee to proceed with the permit/approval process or County’s having taken such
actions without Lessee’s consent which adversely affected Lessee’s rights and obligations
hereunder, which were unreasonable and which actually delayed the Substantial
Commencement of Construction and which action or inaction occurred after the date
hereof; or (iii) County’s failure to comply with the time periods imposed upon County
under this Article 5, except in the case where a failure of County to notify Lessee of its
approval or disapproval of a matter constitutes County’s deemed approval of such matter,
or constitutes County’s deemed disapproval of such matter and County’s disapproval of
such matter is authorized under the circumstances. Nothing contained in this Section or
this Lease shall be construed as obliging County to support proposals, issue permits, or
otherwise act in a manner inconsistent with County’s actions under its regulatory powers.

3306655.5 48



It shall not be Unreasonable County Activity if County fails to accelerate the County’s
customary regulatory permit/approval process. An extension shall be available under this
subsection only if all of the following procedures have been followed:

(a) Within a reasonable time under the circumstances, Lessee must notify
Director in writing of the specific conduct comprising the alleged Unreasonable County
Activity, and the next opportunity, if any, for County to rectify such alleged conduct. If
Lessee fails to notify Director in writing as specified in the immediately preceding
sentence within five (5) days following Lessee’s discovery of the alleged Unreasonable
County Activity, then notwithstanding any contrary provision of this subsection 5.7.2, in
no event shall Lessee be entitled to an extension for any period of the delay occurring
prior to the date of Lessee’s notice described in this paragraph (a).

(b)  Within seven (7) days following receipt of the notice alleging
Unreasonable County Activity, Director shall meet with Lessee or its authorized
representative in order to determine whether Unreasonable County Activity has occurred
and, if so, how such Unreasonable County Activity can be rectified and the appropriate
length of time of any extension pursuant to this subsection. If Director determines that
Unreasonable County Activity has occurred and that County can and will take rectifying
action, then the extension time shall equal the amount of actual delay directly caused by
the Unreasonable County Activity. If Director determines that Unreasonable County
Activity has occurred, but that County cannot take rectifying action (or if the proposed
rectifying action will not produce the results desired by Lessee), then Lessee and Director
shall establish the length of time of any extension based on the actual delay of the
permit/approval process likely to be caused by the Unreasonable County Activity.

(¢)  If, within fourteen (14) days following receipt of notice alleging
Unreasonable County Activity, Director and Lessee have not agreed in writing as to
whether or not an extension is appropriate, or if appropriate, the length of any such
extension, then the matter shall be referred to binding arbitration in accordance with
Article 16 of this Lease. The arbitrator shall be instructed that, if Unreasonable County
Activity has occurred, then the standards set forth in subsection (b) above will be applied
to determine the length of any extension.

The period of any extension pursuant to this subsection shall be equal to the
period of the delay caused by the Unreasonable County Activity. If the Required
Construction Commencement Date is extended pursuant to this subsection 5.7.2, then the
Required Construction Completion Date shall be extended by the same period of the
extension of the Required Construction Commencement Date.

5.7.3 Delay in Obtaining Permits or Approvals. Except as otherwise
provided in subsection 5.7.4, if as of the Required Construction Commencement Date (as
it may be extended as provided above), Lessee has not obtained a permit or other
approval necessary to the commencement of construction from a regulatory body or
agency other than County, or such regulatory body has obtained an injunction preventing

- the commencement of construction, and such permits, approvals or the removal of such
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injunction constitute(s) the major remaining impediment to the commencement of
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constructiorn, then the Required Construction Commencement Date shall be extended to
forty-five (45) days after the date upon which such permit is issued or injunction
dissolved, provided that (1) Lessee has exhausted and continues to exhaust all
commercially reasonable efforts to obtain such approval or permit or dissolution of such
injunction, and (2) such extended Required Construction Commencement Date shall not
be later than the second (2nd) anniversary of the Effective Date. If the Required
Construction Commencement Date is so extended, then the Required Construction
Completion Date shall be extended by the same period of the extension of the Required
Construction Commencement Date. The extension provided by this subsection shall be
the only extension available in a situation where such permits and/or approvals have not
been issued or such regulatory body or agency has obtained such an injunction.

5.74 Limitation of Extensions. Notwithstanding the foregoing, Lessee shall
not be entitled to any extension unless Lessee had actually been pursuing the process of
obtaining all permits, approvals, financing and other items necessary for the Substantial
Commencement of Construction with due diligence, and unless all Improvements
specified and plans and specifications submitted by Lessee in connection with any such
permit, approval, financing or other item substantially conformed to (i) the Final
Redevelopment Work Plans and Specifications, and (ii) the land use laws and regulations
and the Local Coastal Plan (except for any required density transfer between
Development Zones) existing as of the date of execution of this Lease by Lessee.

5.7.5 Obligation to Pay Rent. Notwithstanding anything to the contrary
contained in this Lease, no extension, relaxation or modification of the requirement to
Substantially Commence construction of the Redevelopment Work by the Required
Construction Commencement Date and complete such Improvements by the Required
Construction Completion Date, shall relieve Lessee of its obligation to pay County the
Annual Minimum Rent, Percentage Rent and other amounts set forth in Article 4 of this
Lease.

5.8 Manner of Construction.

5.8.1 General Construction Standards. All construction, alferation,
modification or repairs permitted herein shall be accomplished by Lessee with due
diligence. Lessee shall take all reasonable steps to minimize any damage, disruption or
inconvenience caused by such work and make adequate provisions for the safety and
convenience of all persons affected thereby. Lessee shall repair, at its own cost and
expense, any and all damage caused by such work, and shall restore the area upon which
such work is performed to a condition which is at least equal to or better than the
condition which existed before such work was commenced. Additionally, Lessee shall
pay or cause to be paid all costs and expenses associated therewith and shall indemmnify,
defend and hold County harmless from and against all damages, costs, expenses, losses or
claims arising out of or in connection with the performance of such work, except to the
extent that such damages, costs, expenses, losses or claims are caused by County. Dust,
noise and other effects of such work shall be controlled using accepted measures
customarily utilized in order to control such deleterious effects associated with
construction projects in well populated and developed areas of southern Catifornia.
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582 Utility Work. Any work performed by or on behalf of Lessee or any
occupant of the Premises to connect to, repair, relocate, maintain or install any storm
drain, sanitary sewer, water line, gas line, telephone conduit, or any other utility service
shall be performed in a manner that minimizes interference with the provision of such
services to the Premises and other persons.

5.8.3 Construction Safeguards. Lessee shall erect and properly maintain at

~all times, as required by the conditions and the progress of work performed by or on

behalf of Lessee, all necessary safeguards for the protection of workers and the public.

584 Compliance with Construction Documents and Laws: Issuance of
Permits. All Improvements on the Premises shall be completed in substantial compliance
with any construction documents approved by County and also in compliance with all
applicable local, state and federal laws and regulations. Lessee shall have the sole
responsibility for obtaining all necessary permits and shall make application for such
permits directly to the person or governmental agency having jurisdiction thereover.

5.8.5 Notice to Director; Damage to County Improvements. Lessee further
agrees to keep Director apprised of the progress of the work to the end that Director may,

upon at least one (1) Business Day advance notice, timely inspect the Premises to assure
proper safeguarding of any County-owned improvements existing on or around the
Premises or the Public Docks, including but not limited to seawalls, underground
conduits and utility lines. If any such County-owned improvement is damaged as a result
of construction activity by Lessee or its contractors, Lessee agrees to repair such damage
immediately at no cost or expense to County. Lessee shall add the work necessary to
repair such damage to the construction schedule for the Redevelopment Work (or other
Alteration work, as applicable), and shall complete such repair work in accordance with
such schedule; provided that if such damage to County-owned improvements creates a
threat to public health and safety or materially adversely affects the condition, appearance
or operation of any County-owned improvement or of any other property, then Lessee
shall promptly commence the completion of such repair work and complete such repair
work as soon as reasonably possible thereafter. In the event that Lessee fails to effectuate
such repair in accordance with the foregoing requirements, County may upon written
notice to Lessee enter upon the Premises to make such repairs, the Actual Cost of which
shall be paid by Lessee within five (5) business days after demand by County. This

‘subsection 5.8.5 shall not be deemed to impose upon Lessee any obligation to repair

damage to County-owned improvements existing on or around the Premises if such
damage was not incurred as a result of Lessee’s construction activities.

5.8.6 Rights of Access. Representatives of the Department of Beaches and

~ Harbors of the County shall, upon reasonable notice and at reasonable times during
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normal business hours, have the right of reasonable access to the Premises and the
Improvements thereon without charges or fees, but at no cost or expense to Lessee, for
the purpose of ascertaining compliance with the terms and conditions of this Lease,
including but not limited to the inspection of the construction work being performed.
Such access shall be reasonably calculated to minimize interference with Lessee’s
construction and/or operations, and County shall comply with industry safety standards in
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connection with any such access. Lessee shall have the right to have a representative
present to accompany the representatives of the Department of Beaches and Harbors of
the County in connection with such access. In the event of any emergency which is life-
threatening or which involves the threat of potential substantial damage, County shall
have the right to enter the Premises immediately and without notice to or accompaniment
by Lessee.

5.8.7 Notice of Completion. Upon completion of the Redevelopment Work
or any Alterations (including the Subsequent Renovation described in Section 5.13),
Lessee shall file or cause to be filed in the Official Records of the County of Los Angeles
a Notice of Completion (the “Notice of Completion™) with respect to the Improvements
and Lessee shall deliver to County, at no cost to County, two (2) sets of reproducible final
as-built plans and specifications of the relevant Improvements.

5.8.8 Final Completion Certificate. Promptly after completion of the
Redevelopment Work, the Anchorage Facilities replacement work described in Section
5.2 or the Subsequent Renovations described in Section 5.13, upon Lessee’s request,
County shall execute and deliver to Lessee a final completion certificate (the “Final
Completion Certificate™) as to the work which is the subject thereof, which shall
conclusively evidence the completion of such work by Lessee in accordance with the
terms of this Lease.

5.9  Use of Plans. Contracts between Lessee and any architect, design professional or
licensed contractor in connection with the construction, alteration or modification of
Improvements on the Premises shall provide, in form and content reasonably satisfactory to
County, for the assignment thereof to County (and Lessee’s Encumbrance Holder(s) if required
by Lessee’s Encumbrance Holder(s)) as security to County for Lessee’s performance hereunder,
and County shall be furnished with a copy of any such contract, together with the further
agreement of the parties thereto, that if this Lease is terminated by County due to Lessee’s
default, County (or if County enters into a new lease with Lessee’s Encumbrance Holder
pursuant to Article 12, then Lessee’s Encumbrance Holder) may, at its election, use any plans
and specifications created by such architect, design professional or contractor in connection with
the contract, upon the payment of any sums due to any party thereto. County’s right to elect to
use plans and specifications as described above shall not include the unauthorized right to use
any trade marks, trade names or logos of Lessee or any such architect, design professional or
contractor. The assignment to County and Lessee’s Encumbrance Holder(s) described in this
Section 5.9 shall be effective until the Final Completion Certificate for the subject work is
issued, and shall be subordinate to the security interest, if any, of Lessee’s construction lender in
the assigned contract, which subordination shall be in a form reasonably acceptable to Lessee’s
construction lender.

5.10  Where Director Approvat Not Required. Notwithstanding the foregoing, and
notwithstanding anything to the contrary in this Article 5, Lessee shall not be required to seek or
obtain the approvals of Director described in this Article 5 (including those set forth in Section
5.3) for Alterations where all of the following conditions are satisfied: (i) the total cost of the
project is less than One Hundred Thousand Dollars ($100,000), adjusted annually to reflect the
increase or decrease in the ENR Index from and after the Effective Date (provided, however, that
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in no event shall such adjustment result in a reduction of the threshold for Director approval to
less than One Hundred Thousand Dollars ($100,000); (ii) none of the proposed construction
activity is structural in nature; and, (iii) none of the proposed construction, additions,
modifications or changes affect or are visible from the exterior of the Premises; provided,
however, that whenever Lessee makes or constructs or permits any improvements in or to the
Premises, Lessee shall (a) give written notice thereof (including a description of the work to be
done and the permits obtained for such work), and (b) furnish a copy of “as-built” plans upon
completion of such work to County,

5.11  County’s Inducement. Lessee acknowledges that the principal inducement to
County to enter into this Amended and Restated Lease Agreement and to extend the Term as
provided herein is the timely improvement of the Premises by Lessee with the Redevelopment
Work described in Section 5.1 above and the timely performance by Lessee of the future
Anchorage Facilities replacement work described in Section 5.2 above. Accordingly, Lessee
expressly acknowledges that any failure by Lessee to perform its obligations under such Sections
5.1 or 5.2 in all material respects by the dates set forth herein (as such dates may be extended
pursuant to Section 5.6 or 5.7) shall constitute a material breach of and default under the Lease
by Lessee which entitles County to exercise any and all rights and remedies which County may
have as a result thereof, under this Lease, at law and/or in equity.

5.12  Protection of County. Nothing in this Lease shall be construed as constituting the
consent of County, express or implied, to the performance of any labor or the furnishing of any
materials or any specific Improvements, alterations or repairs to the Premises of any part thereof
by any contractor, subcontractor, laborer or materialman, nor as giving Lessee or any other
person any right, power or authority to act as agent of or to confract for, or permit the rendering
of, any services, or the furnishing of any materials, in any such manner as would give rise to the
filing of mechanics’ liens or other claims against the County’s interest in the Premises or County.

5.12.1 Posting Notices. County shall have the right at all reasonable times
and places to post and, as appropriate, keep posted, on the Premises any notices which
County may deem necessary for the protection of County’s interest in the Premises from
mechanics’ liens or other claims. Lessee shall give County at least ten (10) business days
prior written notice of the commencement of any work to be done on the Premises under
this Article 5, in order to enable County timely to post such notices.

5.12.2 Prompt Payment. Lessee shall make, or cause to be made, prompt
payment of all monies due and owing to all persons doing any work or furnishing any
materials or supplies to Lessee or any of its contractors or subcontractors in connection
with the Redevelopment Work, the Premises or the Improvements thereon. Lessee shall
have the right to contest any such amount; provided, however, the entire expense of any
such contest (including interest and penalties which may accrue) shall be the
responsibility of Lessee.

5.12.3 Liens; Indemnity. Subject to Lessee’s rights to contest the same prior
to payment, Lessee shall keep the Public Docks Parcel and the Premises and any
Improvements thereon free and clear of all mechanics® liens and other liens arising out of
or in connection with work done for Lessee and/or any parties claiming through Lessee.
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Lessee agrees to and shall indemnify, defend and hold County harimless from and against
any claim, liability, loss, damages, costs, expenses, attorneys’ fees incurred in defending
and all other expenses on account of claims of lien(s) of iaborers or materialmen or others
for work performed or materials or supplies furnished to Lessee or persons claiming
under it.

In the event any lien is recorded, Lessee shall, within five (5) business days after
demand, furnish any one of the following, as determined by Lessee: (i) the bond
described in California Civil Code Section 3143, or successor statute, which results in the
removal of such lien from the Premises, (ii) a Set Aside Letter from Lessee’s construction
lender, in form and substance reasonably satisfactory to County, setting aside sufficient
funds from Lessee’s construction loan for the satisfaction of such lien, or (iii) a title
insurance policy or endorsement insuring County against any loss or liability arising out
of such lien, together with any other evidence requested by County to evidence that such
claim will be paid, removed or discharged as a claim against the Premises and/or County.

5.13  Renovation Fund/Subsequent Renovations. During the period from the eleventh
(11th) Lease Year following the Effective Date through the fortieth (40th) Lease Year following
the Effective Date, Lessee shall establish and maintain a reserve fund (the “Renovation Fund”) in
accordance with the provisions of this Section 5.13 for the cost of capital renavations to the
Improvements as described in this Section 5.13. Lessee and County agree and acknowledge that
the purpose of the Renovation Fund shall be to provide funds for a renovation of the common
areas and exterior of the Improvements (not including the Anchorage Facilities) on two separate
occasions, once during the period from the nineteenth (19th) through twenty-second (22nd)
Lease Years following the Effective Date and again during the period from the thirty-ninth (39th)
through forty-second (42nd) Lease Years foilowing the Effective Date (each, a “Subsequent
Renovation™). Each of the Subsequent Renovations shall proceed in accordance with (i) a
schedule that provides for the completion of the Subsequent Renovation prior to the completion
of the twenty-second (22nd) or forty-second (42nd) Lease Year following the Effective Date, as
applicable, and (ii) a renovation plan approved by the Director that provides for the revitalization
and upgrade of the common areas and exterior of the Improvements (excluding the Anchorage
Facilities) to a condition and appearance at least equal to that of other first class residential
apartment projects then recently constructed or being constructed in Marina del Rey.

Prior to the commencement of the construction work for a Subsequent Renovation,
Lessee shall submit to Director a renovation plan for such Subsequent Renovation, which
renovation plan (“Subsequent Renovation Plan”) shall (a) describe the proposed renovation work
in detail reasonably acceptable to Director, (b) include 2 design, governmental approvals and
construction schedule for the work, (c) include a budget for all work costs, and (d) address such
other matters as Director reasonably requests. The Subsequent Renovation Plan shall be
submitted by Lessee to County not later than such date (taking into consideration the approval
periods described in this Section 5.13 and Section 5.3 above, the estimated time required to
obtain all necessary governmental approval and permits, and the estimated time required to
complete the work) as will permit the completion of the work by the required completion date
under this Section 5.13. Director shall have sixty (60) days within which to reasonably approve
or disapprove the Subsequent Renovation Plan, or to approve the Subsequent Renovation Plan
subject to conditions imposed by Director in its reasonable judgment. Failure of Director to
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notify Lessee in writing of its approval or disapproval of the Subsequent Renovation Plan shall
be deemed Director’s disapproval of the Subsequent Renovation Plan. Upon Director’s approval
of the Subsequent Renovation Plan, Lessee shall proceed to satisfy all conditions in this Article 5
to the commencement of the Subsequent Renovation and to commence and complete the
Subsequent Renovation in accordance with the Subsequent Renovation Plan and the terms and
conditions of this Article 5. Director’s approval of the actual plans and specifications for the
Subsequent Renovations shall proceed in accordance with the protocol for plan submission and
approval set forth in Section 5.3 of this Lease, except that the schematic plan submittal
requirements set forth in subsection 5.3.1 shall not be applicable to the extent that the
Subsequent Renovation Plan approved by Director satisfies the requirements of such subsection
5.3.1. Lessee’s failure to comply with the schedule approved by Director as part of a Subsequent
Renovation Plan and/or to meet the completion deadline pertaining to the Subsequent
Renovation set forth in this Section 5.13 shall, if not cured within the cure period set forth in
subsection 13.1.2, constitute an Event of Default. Any dispute as to whether Director has failed
to exercise reasonable judgment in the approval or disapproval of the Subsequent Renovation
Plan shall be submitted to arbitration pursuant to Article 16 of this Lease. If the arbitrator
determines that Director failed to exercise reasonable judgment in the approval or disapproval of
the Subsequent Renovation Plan and as a result thereof Lessee is delayed in the completion of
the Subsequent Renovation by the required completion date set forth in the first paragraph of this
Section 5.13, then the required date for the completion of such Subsequent Renovation shall be
extended by the duration of the delay caused by Director’s failure to reasonably approve the
Subsequent Renovation Plan, provided that the required date for the completion of the
Subsequent Renovation shall not be extended beyond the date reasonably required Lessee for the
completion by Lessee of the Subsequent Renovation.

The Renovation Fund shall be an account established with a reputable financial
institution (including Lessee’s Encumbrance Holder) acceptable to Director into which deposits
shall be made by Lessee (and/or into which Lessee’s Encumbrance Holder shall provide funds)
pursuant to this Section 5.13. The amounts to be added to the Renovation Fund shall be
inclusive of amounts required to be deposited with and held by an Encumbrance Holder,
provided that the Encumbrance Holder acknowledges that such amounts are subject to the
requirements and shall be made available for the purposes of this Section 5.13. On or before the
fifteenth (15th) day of each calendar month commencing with the month of February during the
eleventh (11th) Lease Year following the Effective Date and continuing through the month of
January of the forty-first (41st) Lease Year following the Effective Date, Lessee shall make a
deposit to the Renovation Fund on a monthly basis in the amount of one percent (1%) of Gross
Receipts received during the preceding month, excluding Gross Receipts from the Anchorage
Facilities described in subsection 4.2,2(a) of this Lease. All interest and earnings on the
Renovation Fund shall be added to the Renovation Fund, but shall not be treated as a credit
against, or otherwise reduce, the deposits required to be made by Lessee to the Renovation Fund.
Disbursements shall be made from the Renovation Fund only for costs which have been
approved by Director and which satisfy the requirements of this Section 5.13.. Prior to the
disbursement of any amounts from the Renovation Fund, Lessee shall furnish to Director
applicable invoices, evidence of payment and other back-up materials reasonably acceptable to
Director concerning the use of amounts from the Renovation Fund. Director shall have no
obligation to approve the disbursement of amounts from the Renovation Fund unless and until
Director has approved Lessee’s Subsequent Renovation Plan for such Subsequent Renovation
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and Lessee has furnished to Director evidence reasonably satisfactory to Director that Lessee has
sufficient financial resources to pay for all costs of such Subsequent Renovation. All remaining
amounts in the Renovation Fund shall be used for the costs of the Subsequent Renovation Plan to
be implemented by Lessee by the end of the forty-second (42nd) Lease Year following the
Effective Date, and Lessee shall not be required to make further contributions to the Renovation
Fund after the month of January of the forty-first (41st) Lease Year following the Effective Date.

In lieu of the periodic Renovation Fund contributions described in this Section 5.13,
Lessee agrees that Director shall have the authority, in the exercise of the Director’s discretion,
to consider the delivery by Lessee of substitute security acceptable to Director (e.g., a letter of
credit or bonding mechanism) to secure the performance by Lessee of the Subsequent
Renovations described above in this Section 5.13. Such substitute security shall be in not less
than the same amounts and delivered not later than the same times, as amounts that would have
otherwise been required to be delivered into the Renovation Fund.

5.14  Capital Reserve Fund. In addition to the Renovation Fund described in Section
5.13 above, during the period commencing with the eleventh (11th) Lease Year after the
Effective Date and continuing through the end of the Term, Lessee shall establish and maintain a
reserve fund (the “Capital Reserve Fund”) in accordance with the provisions of this Section 5.14
for the cost of Permitted Capital Expenditures (as defined below) for the Premises. Lessee and
County agree and acknowledge that the purpose of the Capital Reserve Fund shall be to provide
funds for the costs of additions, replacements, renovations or significant upgrades of or to the
Improvements on the Premises, including building exteriors and major building systems (such as.
HVAC, mechanical, electrical, plumbing, vertical transportation, security, communications,
structural or roof) that significantly increase the capacity, efficiency, useful life or economy of
operation of the Improvements or their major systems, after the completion of the
Redevelopment Work (“Permitted Capital Expenditures™). Notwithstanding any contrary
provision hereof, the Capital Reserve Fund shall not be used to fund any portion of the cost of
worl pertaining to the Anchorage Facilities, nor for any portion of the cost of the Subsequent
Renovations described in Section 5.13 above. In addition, Permitted Capital Expenditures shall
not include the cost of periodic, recurring or ordinary expenditures, repairs or replacements that
keep the Improvements in a good, operating condition, nor for any necessary repairs,
replacements or renovations of the Anchorage Facilities (including any landside lockers,
restrooms or shower facilities to which the anchorage users are provided access), all of which
costs shall be separately funded by Lessee. By way of example, set forth on Exhibit G attached
to this Lease are categories of Permitted Capital Expenditures that qualify as proper costs to be
funded from the Capital Reserve Fund. All purposes and costs for which Lessee desires to
utilize amounts from the Capital Reserve Fund shall be subject to Director’s approval, which
approval shall not be unreasonably withheld.

The Capital Reserve Fund shall be an account established with a reputable financial
institution (including Lessee’s Encumbrance Holder) acceptable to Director into which deposits
shall be made by Lessee (and/or into which Lessee’s Encumbrance Holder shall provide funds)
pursuant to this Section 5.14. The amounts to be added to the Capital Reserve Fund shall be
inclusive of amounts required to be deposited with and held by an Encumbrance Holder,
provided that the Encumbrance Holder acknowledges that such amounts are subject to the
requirements and shall be made available for the purposes of this Section 5.14.
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On or before the fifteenth (15th) day of each calendar month during the Term
commencing with the month of February in the eleventh (11th) Lease Year following the
Effective Date and continuing during the remainder of the Term, Lessee shall make a deposit to
the Capital Reserve Fund on a monthly basis in the amount of one percent (1%) of Gross
Receipts received during the preceding month, excluding Gross Receipts from the Anchorage
Facilities described in subsection 4.2.2(a) of this Lease. All interest and earnings on the Capital
Reserve Fund shall be added to the Capital Reserve Fund, but shall not be treated as a credit
against the Capital Reserve Fund deposits required to be made by Lessee pursuant io this Section
5.14. Disbursements shall be made from the Capital Reserve Fund only for costs which have
been approved by Director and which satisfy the requirements of this Section 5.14. For the
purpose of obtaining Director’s prior approval of any Capital Reserve Fund disbursements,
Lessee shall submit to Director on an annual basis on or before the commencement of the
eleventh (11th) Lease Year after the Effective Date and each anniversary thereafter a capital
expenditure plan for the upcoming year which details the amount and purpose of anticipated
Capital Reserve Fund expenditures for which Lessee requests Director’s approval, which
approval shall not be unreasonably withheld. Any anticipated expenditure set forth in such
capital expenditure plan which is approved by Director as an acceptable Capital Reserve Fund
disbursement shall be considered pre-approved by Director (but only up to the amount of such
expenditure set forth in the annual capital expenditure plan) for the duration of the upcoming
year. Lessee shall have the right during the course of each year to submit to Director for
Director’s approval revisions to the then current capital expenditure plan in effect for such year
or individual expenditures not noted on the previously submitted capital expenditure plan. Prior
to the disbursement of any amounts from the Capital Reserve Fund, Lessee shall furnish to
Director applicable invoices, evidence of payment and other back-up materials reasonably
acceptable to Director concerning the use of amounts from the Capital Reserve Fund. As long as
Lessee is not then in default under the Lease, including without limitation, its obligations under
this Section 5.14, if, and at such time during the last ten (10) years of the Term as, County
notifies Lessee that County shall require the removal of Improvements at the end of the Term
pursuant to subsection 2.5.2, Lessee shall have the right to use all remaining amounts in the
Capital Reserve Fund for Improvement removal fund purposes under such subsection 2.5.2.

6. CONDEMNATION.

6.1 Definitions.

6.1.1 Condemnation., “Condemnation” means (1) the exercise by any
governmental entity of the power of eminent domain, whether by legal proceedings or
otherwise, and (2) a voluntary sale or transfer to any Condemnor (as hereafter defined),
either under threat of Condemnation or while legal proceedings for Condemnation are
pending. '

6.12 Date of Taking. “Date of Taking” means the date the Condemnor has
the right to possession of the Premises being condemned.

6.1.3 Award. “Award” means all compensation, sums or anything of value
awarded, paid or received from a total or partial Condemnation.
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6.14 Condemnor. “Condemnor” means any public or quasi-public
authority, or private corporation or individual, having the power of eminent domain.

6.2  Parties’ Rights and Oblipations to be Governed by Lease. If, during the Term of

this Lease, there is any taking of all or any part of the Premises, any Improvements on the
Premises or any interest in this Lease by Condemnation, the rights and obligations of the parties
shall be determined pursuant to the provisions of this Article 6.

6.3  Total Taking. If the Premises are totally taken by Condemnation, this Lease shall
terminate on the Date of Taking.

6.4  Effect of Partial Taking. If a portion of the Premises or the Improvements thereon
are taken by Condemnation, this Lease shall remain in effect, except that Lessee may elect to
terminate this Lease if the remaining portion of the Premises are rendered unsuitable (as defined
herein) for Lessee’s continued use for the purposes contemplated by this Lease. The remaining
portion of the Premises shall be deemed unsuitable for Lessee’s continued use if, following a
reasonable amount of reconstruction (to the extent that funds therefor are available from the
anticipated Award), Lessee’s business on the Premises could not be operated at an economically
feasible level. Lessee must exercise its right to terminate by giving County written notice of its
election within ninety (90) days after the nature and extent of the taking and the probable amount
of compensation have been determined. Such notice shall also specify the date of termination,
which shall not be prior to the Date of Taking. Failure to properly exercise the election provided
for in this Section 6.4 will result in this Lease’s continuing in full force and effect, except that
Annual Minimum Rent shall be abated pursuant to Section 6.5, below.

In the event that Lessee does not elect to terminate this Lease as provided above,
then Lessee, whether or not the Awards or payments, if any, on account of such taking shall be
sufficient for the purpose, shall, at its sole cost and expense, within a reasonable period of time,
commence and complete restoration of the remainder of the Premises as nearly as possible to its
value, condition and character immediately prior to such taking, taking into account, however,
any necessary reduction in size or other change resulting from the taking; provided, however,
that in case of a taking for temporary use, Lessee shall not be required to effect restoration until
such taking is terminated.

6.5  Effect of Partial Taking on Rent. If any portion of the Premises is taken by
Condemnation and this Lease remains in full force and effect as to the portion of the Premises
not so taken (a “Partial Taking”), the Annual Minimum Rent shall be reduced as of the date of
the Partial Taking to an amount equal to the Annual Minimum Rent multiplied by the ratio of the
fair market value of the portion of the Premises not so taken to the fair market value of the entire
Premises immediately prior to the Partial Taking, but without regard to any diminution in value
resulting from the imminent taking. Upon the next Annual Minimum Rent Adjustment Date, as
described in Section 4.2.3 above, if any, for the purposes of adjusting the Annual Minimum
Rent, all Annual Minimum Rent and Percentage Rent paid by Lessee to County prior to the date
of the Partial Taking shall be adjusted, for the purposes of this calculation only, to the proportion
that the fair market value of the portion of the Premises which remains after the taking bears to
the fair market value of the entire Premises immediately prior to the taking. If the parties cannot
agree upon the appropriate Annual Minimum Rent, the matter shall be settled through arbitration
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in the manner set forth in Article 16 hereof. Any determinations of fair market value made
pursuant to this Section 6.5 in connection with any arbitration proceeding shall be predicated
upon the “income approach” or “income capitalization approach” to property valuation, as
defined in The Dictionary of Real Estate Appraisal and/or The Appraisal of Real Estate,
published by the Appraisal Institute or any successor organization (the “Income Approach™). All
other obligations of Lessee under this Lease, including but not limited to the obligation to pay
Percentage Rent, shall remain in full force and effect.

6.6  Waiver of Code of Civil Procedure Section 1265.130. Each party waives the

provisions of Code of Civil Procedure Section 1265.130 allowing either party to petition the
Superior Court to terminate this Lease in the event of a Partial Taking of the Premises.

6.7  Payment of Award. Awards and other payments on account of a taking, less

costs, fees and expenses incurred in the collection thereof (*Net Awards and Payments™), shall
be applied as follows:
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6.7.1 Partial Taking Without Termination. Net Awards and Payments
received on account of a Taking other than a total Taking or a Partial Taking which
results in termination hereof or a taking for temporary use shall be held by County and
shall be paid out to Lessee or Lessee’s designee(s), in progress payments, to pay the cost
of restoration of the Premises. The balance, if any, shall be divided between County and
Lessee pro rata, as nearly as practicable, based upon (1) the then value of County’s
interest in the Premises (including its interest hereunder) and (2) the then value of
Lessee’s interest in the remainder of the Term of this Lease including bonus value (for
such purposes, the Term of this Lease shall not be deemed to have terminated even if
Lessee so elects under Section 6.4). Any determinations of fair market value made
pursuant to this Section 6.5 shall be predicated upon the Income Approach.
Notwithstanding the foregoing, if County is the condemning authority and the taking
pertains only to Lessee’s interest, then Lessee shall be entitled to the entire amount of the
Net Awards and Payments.

In case of a taking other than a total taking or a taking for temporary use,
Lessee shall furnish to County evidence satisfactory to County of the total cost of the
restoration required by Section 6.4.

6.7.2 Taking For Temporary Use, Net Awards and Payments received on
account of a taking for temporary use shall be paid to Lessee; provided, however, that if
any portion of any such award or payment is paid by the Condemnor by reason of any
damage to or destruction of the Improvements, such portion shall be held and applied as
provided in the first sentence of Section 6.7.1, above.

6.7.3 Total Taking and Partial Taking with Termination. Net Awards and
Payments received on account of a total taking or a Partial Taking which results in the
termination of this Lease shall be allocated in the following order:

First: There shall be paid to County an amount equal to the greater of (a)
the sum of (1) the present value of all Annual Minimum Rent, Percentage Rent and other
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sums which would become due through the expiration of the Term if it were not for the
taking less, in the event of a Partial Taking, an amount equal to the present value of the
fair rental value of the portion of the Premises (with the Improvements thereon) not
subject to the Partial Taking, from the date of the Partial Taking through the expiration of
the Term and (2) the present value of the portion of the Premises (with the Improvements
thereon) subject fo the taking from and after the expiration of the Term or (b) in the event
of a Partial Taking, the present value of the fair market rental value of the portion of the
Premises (with the Improvements thereon) subject to the Partial Taking, from and after
the expiration of the Term.

Second: There shall be paid to any Encumbrance Holder an amount equal
to the sum of any unpaid principal amount of any Encumbrance secured by the Premises
plus costs, expenses, and other sums due pursuant the loan documents, if any, and any
interest accrued thereon, all as of the date on which such payment is made; and then

Third: There shall be paid to Lessee an amount equal to the value of
Lessee’s interest in the remainder of the Term of this Lease, including the value of the
ownership interest in and use of the Improvements constructed on the Premises,
determined as of the date of such taking, less payments made under paragraph Second
above. For such purposes, the Term of this Lease shall not be deemed to have terminated
even if Lessee so elects under Section 6.4.

Fourth: The balance shall be paid to County.

If County is the condemning authority in connection with a total taking or a partial taking
that results in the termination of the Lease, and the taking pertains to only Lessee’s
interest, then Lessee shall be entitled to the entire amount of any Net Awards and
Payments.

6.7.4 Disputes. Any dispute under Article 6 concerning the fair market
value of the Premises or any portion thereof, computation of present value or the
determination of the amount of Annual Minimum Rent or Percentage Rent or other sums
which would have become due over the Term of this Lease which are not resolved by the
parties, shall be submitted to arbitration pursuant to Article 16 of this Lease. Such
valuations, computations and determinations of value shall be made utilizing the Income
Approach. -

7. SECURITY DEPOSIT.

7.1  Amount and Use. On or prior to the Effective Date, Lessee shall deliver to
County a security deposit (the “Security Deposit™) in the amount of one-fourth (1/4) of the total
Annual Rent that was payable by Lessee for the year immediately preceding the Effective Date.
County shall apply the current balance of any security deposit under the Existing Lease as a
credit against the Security Deposit required to be delivered by Lessee under this Section 7.1.
Effective as of the fifth (5th) anniversary of the Effective Date and each and every subsequent
fifth (5th) anniversary thereafter during the remainder of the Term, the Security Deposit
maintained by Lessee with County shall be adjusted to a sum equal to one-fourth (1/4) of the
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total Annual Rent which was payable by Lessee for the immediately preceding calendar year;
provided, however, in no event shall the Security Deposit ever be reduced below the amount of
the Security Deposit required to be in effect prior to such adjustment. The Security Deposit shall
secure Lessee’s obligations pursuant to this Lease, and may be drawn on by County, in whole or
in part, to cover (a)} delinquent rent not paid by Lessee within any applicable notice and cure
period, and (b) any other Events of Default of Lessee under this Lease. The Security Deposit
shall be applied at the discretion of County. Lessee shall have the right to maintain the Security
Deposit in form of cash or in lieu or replacement of the cash Security Deposit requirement
described above, in the form of a certificate of deposit, letter of credit or other approved
investment instrument acceptable to County with respect to form, content and issuer. As long as
no Event of Default by Lessee exists under the Lease, Lessee shall be entitled to any interest or
other earnings which are actually earned on any unapplied portions of the Security Deposit
delivered to County in the form of a certificate of deposit or other approved investment
instrument (as opposed to cash, on which Lessee shall not be entitled to interest). Provided that
no Event of Default then exists under the Lease, at the end of each Lease Year Lessee shall be
entitled to a credit for all unexpended interest accruing to Lessee’s benefit with respect to the
Security Deposit during such Lease Year pursuant to the immediately preceding sentence.
Notwithstanding any contrary provision hereof, County shall have the right at any time to apply
any accrued but uncredited interest (which accrued during non-Event of Default periods) against
delinquent rents and other amounts owed by Lessee under the Lease.

7.2  Replacement. In the event that some or all of the Security Deposit is drawn
against by County and applied against any delinquent rent not paid by Lessee within any
applicable notice or cure period, or against other Events of Default of Lessee hereunder, Lessee
shall, within ten (10) days after receipt of written notice of the amount so applied and the reasons
for such application, deposit sufficient additional funds with County, or cause the issuer of the
Letter of Credit to reinstate the letter of credit to its full face amount, so that at all times that this
Lease is in effect (other than between the date of the application of funds by County and the
expiration of said ten (10) day period), the full amount of the Security Deposit shall be available
to County. Failure to maintain and replenish the Security Deposit, if not cured within the time
period set forth in subsection 13.1.3, shall constitute an Event of Default hereunder.

7.3 Renewal. Any letter of credit procured by Lessee and delivered to County shall
provide for notice to County by the issuer thereof no less than sixty (60) days prior to the
expiration of the term of such letter of credit in the event that the issuer thereof is not irrevocably
committed to renew the term of such letter of credit. In the event that, thirty (30) days prior to
the expiration of such letter of credit, Lessee has not provided County with satisfactory evidence
of its renewal or replacement, or has not provided County with adequate replacement security,
County may draw down upon the letter of credit and hold the funds as security for Lessee’s
obligations as set forth in this Lease and may apply the funds to cover delinquent rent not paid by
Lessee within any applicable notice and cure period and/or any other Event of Default of Lessee
under this Lease.

8. INDEMNITY.

Except to the extent caused by the gross negligence or willful misconduct of any such
indemnitee, Lessee shall at all times relieve, defend, indemnify, protect, and save harmless

3306655.5 6l



County and its respective Boards, officers, agents, consultants, counsel, employees and
volunteers from any and all claims, costs, losses, expenses or liability, including expenses and
reasonable attorneys’ fees incurred in defending against the same by an attorney selected by
Lessee and reasonably satisfactory to County, for the death of or injury to persons or damage to
property, including property owned or controlled by or in the possession of County or any of its
Board, officers, agents, employees or volunteers, to the extent that such arises from or is caused
by (a) the operation, maintenance, use, or occupation of the Premises (other than the Promenade
and the Seawall) by Lessee or its agents, officers, employees, licensees, concessionaires,
permittees or Sublessees, (b) the acts, omissions, or negligence of Lessee, its agents, officers,
employees, licensees, concessionaires, permittees or Sublessees, (c) the failure of Lessee, its
agents, officers, employees, licensees, concessionaires, permittees or Sublessees to observe and
abide by any of the terms or conditions of this Lease or any applicable law, ordinance, rule, or
regulation, or (d) the construction work performed by or on behalf of Lessee with respect to the
Public Docks. The obligation of Lessee to so relieve, indemnify, protect, and save harmless
County and each of its respective Boards, officers, agents, consultants, counsel, employees and
volunteers, shall continue during any periods of occupancy or of holding over by Lesseg, its
agents, officers, employees, licensees, concessionaires, permittees or Sublessees, beyond the
expiration of the Term or other termination of this Lease. Notwithstanding anything in this
Lease to the contrary, Lessee and County acknowledge that their respective liability, if any,
arising out of the operation, maintenance, use and/or occupation of the Promenade shall be
governed by Applicable Law. ‘

9. INSURANCE.

9.1  Lessee’s Insurance. Without limiting Lessee’s indemnification of County, during
the Term of this Lease Lessee shall provide and maintain the following insurance issued by
companies authorized to transact business in the State of California by the Insurance
Cotnmissioner and having a “general policyholders rating” of at least A-VII (or such higher
rating as may be required by an Encumbrance Holder) as set forth in the most current issue of
“A.M. Best’s Key Rating Guide” or an equivalent rating from another industry-accepted rating
agency.

9.1.1 General Liability insurance (written on ISO policy form CG 00 01 or
its equivalent) and endorsed to name County as an additional insured, with limits of not
less than the following:

General Aggregate: $20,000,000
Products/Completed Operations Aggregate: $20,000,000
Personal and Advertising Injury: $10,000,000
Each Occurtence: $10,000,000
Lessee may satisfy the above coverage limits with a combination of primary coverage
(“Primary Coverage™) and excess liability coverage (*“Umbrella Coverage”) (as long as

(a) Lessee’s Primary Coverage is at least One Million Dollars ($1,000,000) per
occurrence, One Million Dollars ($1,000,000) annual aggregate, and (b) the combination
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of such Primary Coverage and Umbrella Coverage provides County with the same
protection as if Lessee had carried primary coverage for the entire limits and coverages
required under this Section 9.1.1.

9.1.2 Automobile Liability insurance (written on ISO form CA 00 01 or its
equivalent) with a limit of liability of not less than One Million Dollars ($1,000,000) of
Primary Coverage and One Million Dollars ($1,000,000) of Umbrella Coverage, for each
accident and providing coverage for all “owned”, “hired” and “non-owned” vehicles, or
coverage for “any auto.” During any period of operation of valet parking facilities,
Lessee also shall provide Garagekeeper’s Legal Liability coverage, (wriiten on 1SO form
CA 99 37 or its equivalent) with limits of not less than Three Million Dollars
($3,000,000) for this location.

9.1.3 Workers Compensation and Employers’ Liability insurance providing
workers compensation benefits, as required by the Labor Code of the State of California
and for which Lessee is responsible, and including Employers’ Liability coverage with
limits of not less than the following:

Each Accident: $1,000,000
Disease - policy limit: $1,000,000
Disease - each employee: $1,000,000
9.14 Commercial Property insurance covering damage to the Premises,

including improvements and betterments, from perils covered by the Causes-of-Loss
Special Form (ISO form CP 10 30), excluding earthquake, and including Ordinance or
Law Coverage, written for the full replacement value of the Improvements, with a
deductible no greater than $250,000 or 5% of the property value, which ever is less, and
also including business interruption, including loss of rent equal to eighteen (18) months
of rent, with proceeds payable to Lessee and County as their interests may appear and
utilized for repair and restoration of the Premises and Improvements. Notwithstanding
the foregoing, during any period during which no Improvements exist on the Premises or
all of the existing Improvements ate being demolished in connection with the
construction of Redevelopment Work, the obligation to provide insurance under this
subsection 9.1.4 shall not be applicable so long as the insurance coverage described in
subsection 9.1.5 below is carried.

9.1.5 For construction projects, including the Redevelopment Work, any
Alterations or restoration of the Improvements on the Premises, Lessee or Lessee’s
contractor or subcontractors will provide the following insurance (County reserves the
right to determine the coverage and coverage limit required on a project by project
basis.):

9.15.1 Builder’s Risk Course of Construction to insure against
damage from perils covered by the Causes-of-Loss Special Form (ISO form CP
10 30). This insurance shall be endorsed to include ordinance or law coverage,
coverage for temporary offsite storage, debris removal, pollutant cleanup and
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removal, testing, preservation of property, excavation costs, landscaping, shrubs
and plants and full collapse coverage during construction (without restricting
collapse coverage to specified perils. This insurance shall be written on a
completed-value basis and cover the entire value of the construction project,
including County furnished materials and equipment, against loss or damage until
completion and acceptance by Lessee.

9.1.5.2  General Liability. Such insurance shall be written on ISO
policy form CG 00 01 or its equivalent with limits as reasonably required by the
County for the Alterations or Redevelopment Work. The products/completed
operations coverage shall continue to be maintained for the following periods: (a)
in the case of the Redevelopment Work, three (3) years after the date the
Redevelopment Work is completed and accepted by the Lessee, or (b) in the case
of Alterations after the completion of the Redevelopment Work, such period after
the date such Alterations are completed and accepted by Lessee as reasonably
determined by County, but not to exceed three (3) years after such completion and
acceptance.

9.1.5.3  Automobile Liability. Such coverage shall be written on ISO
policy form CA 00 01 or its equivalent with a limit of liability as reasonably
required by the County for the Alterations or Redevelopment Work. Such
insurance shall include coverage for all “owned,” “hired” and “non-owned”
automobiles, or coverage for “any auto.”

9.1.5.4  Professional Liability. Such insurance shall cover liability
arising from any error, omission, negligent or wrongful act of the contractor
and/or licensed professional (i.e. architects, engineers, surveyors, etc.). This
coverage shall also provide an extended two-year reporting period commencing
upon termination or cancellation of the construction project. The limits of the
coverage required under this subsection 9.1.5.4 shall be (a) Three Million Dollars
($3,000,000) with respect to the prime architect for the Redevelopment Work (or
such lesser amount as required by Director for the prime architect in connection
with any subsequent Alterations), and (b) One Million Dollars ($1,000,000) with
respect to each other contractor, subcontractor, architect, engineer, surveyor or
other licensed professional rendering services in connection with the design or
construction of the Redevelopment Work or subsequent Alterations, provided that
Director shall have the discretion to reduce the coverage limits under this clause
(b) if appropriate in the judgment of Director based on the nature and scope of the
services being provided.

9.1.5.5  Asbestos Liability or Contractors Pollution Liability insurance,
if construction requires remediation of asbestos or pollutants, and if such
insurance is available. Such insurance shall cover liability for personal injury and
property damage arising from the release, discharge, escape, dispersal or emission
of asbestos or pollutants, whether gradual or sudden, and include coverage for the
costs and expenses associated with voluntary clean-up, testing, monitoring and
treatment of asbestos in compliance with governmental mandate or order. If the
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- asbestos or pollutant will be removed from the construction site, asbestos or
pollution liability is also required under the contractor’s of subcontractor’s
Automobile Liability Insurance. Contractor shall maintain limits as reasonably
required by the County for the Alterations or Redevelopment Work.

9.1.6 If the use of the Premises or Improvements involves any manufacture,
distnibution or service of alcoholic beverages, Liquor Liability insurance (written on ISO
policy form CG 00 33 or 34 or their equivalent) with a liability limit of not less than Five
Million Dollars ($5,000,000) per occurrence and an annual aggregate of Ten Million
Dollars ($10,000,000), which limits may be covered by a combination of Primary
Coverage and Umbrella Coverage. If written on a claims made form, the coverage shall
also provide an extended two-year reporting period commencing upon the termination or
cancellation of the Lease.

9.2 Provisions Pertaining to Property Insurance. The insurance coverage required in
Sections 9.1.4 and 9.1.5.1 shall name the County as an additional insured and any Encumbrance
Holder as loss payee. Subject to Section 12.8, upon the occurrence of any loss, the proceeds of
property and builder’s risk insurance shall be held by County in trust for the named insureds as
their interests appear, and shall be disbursed by County on a monthly basis to pay for work
completed in accordance with then-prevailing industry custom and practice; provided, however,
that if the insurance proceeds received with respect to a loss are less than $500,000 (as adjusted
to reflect any increase in the ENR Index during the period from the Effective Date through the
date of the loss), the Encumbrance Holder shall have the right to hold and disburse such proceeds
to pay the renovation and repair of Improvements in accordance with the texms of the loan
agreement or deed of trust with Lessee’s Encumbrance Holder. In the event of a loss, Lessee
shall be obligated to rebuild or replace the destroyed or damaged buildings, structures,
equipment, and Improvements, in accordance with the procedures set forth hereinabove for the
initial construction, except as otherwise provided in Article 11 hereof. Subject to Section 12.8,
any surplus or proceeds after said rebuilding or replacement shall be distributed to Lessee.

9.3  (General Insurance Requirements. Subject to the immediately following
grammatical paragraph, a duplicate policy or policies (or certificates of insurance) evidencing the
insurance coverage required under this Article 9, in such form as shall be reasonably acceptable
to County, shall be filed with Director no later than the Effective Date, provided that the
evidence of the insurance coverage required under Section 9.1.5 shall be required to be delivered
by Lessee prior to the commencement of any Alterations or Redevelopment Work. All
certificates of insurance shall (a) specifically identify the Lease; (b) clearly evidence all
coverages required under the Lease; (c) identify any deductibles or self-insured retentions
exceeding $25,000 or such other commercially reasonable amount as approved by the Director;
and (d) evidence all other requirements under this Article 9. The policy or policies of insurance
shall provide that such insurance coverage will not be canceled or reduced without at least thirty
(30) days prior written notice to Director or ten (10) business days in case of cancellation for
failure to pay the premium. At least ten (10) business days prior to the expiration of such policy,
a certificate showing that such insurance coverage has been renewed shall be obtained by Lessee
and filed with Director.
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In lieu of submitting a copy of the policy or policies evidencing the above

insurance, Lessee may submit in a form reasonably acceptable to County a certificate of
insurance.

Any insurance coverage may be issued in the form of a blanket policy insuring

other properties, in form, amount and content reasonably satisfactory to County such that such
coverage provides the same protection as required under this Article 9 as if the insurance had
been procured on an individual property basis,

Article
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9.4  Additional Required Provisions. Lessee’s insurance policies required by this
9 shall be for a term of not less than one year and shall additionally provide:

(a) that County and its respective Board of Supervisors and members thereof,
and County’s officers, agents, employees and volunteers, shall be named as additional
insureds under any liability insurance policy or policies;

(b) that the full amount of any losses to the extent property insurance proceeds
are available shall be payable to additional insureds notwithstanding any act, omission or
negligence of Lessee which might otherwise result in forfeiture of such insurance;

(c) in any property insurance policy, a waiver of all right of subrogation
against County and its respective Board of Supervisors and members thereof, and
County’s officers, agents, employees and volunteers with respect to losses payable under
such policies;

(d) inany property insurance policy, that such policies shall not be invalidated
should the insured waive, prior to a loss, any or all right of recovery against any party for
losses covered by such policies;

(e) to the extent of the indemnification obligations of Lessee in favor of any
additional insureds, the property and commercial general liability insurance policies shall
provide coverage on a primary and non-contributory basis with respect to such additional
insureds, regardless of any other insurance or self-insurance that such additional insureds
may elect to purchase or maintain;

® that losses, if any, shall be adjusted with and payable to Lessee, County
and Encumbrance Holders, if any, pursuant to a standard mortgagee clause;

(8) that such policies shall not be suspended, voided, canceled, reduced in
coverage or in limits or materially changed without at least thirty (30) days prior written
notice to County and all Encumbrance Holders or ten (10) business days in case of
cancellation for failure to pay the premium;

(h) that the commercial general liability insurance shall apply separately to
each insured against whom a claim is made, except with respect to the overall limits of
said insurer’s liability; and,
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(i) that the property and commercial general liability insurance policies shall
contain no special limitations on the scope of protection afforded to the additional
insureds, and no failure to comply with the reporting provisions of such policies shall
affect the coverage afforded to such additional insureds.

9.5  Failure to Procure Insurance. If Lessee fails to procure or renew the herein
required insurance and does not cure such failure within five (5) business days after written
notice from County, in addition to the other rights and remedies provided hereunder, County
may, at its discretion, procure or renew such insurance and pay any and all premiums in
connection therewith. All monies so paid by County shall be repaid by Lessee, with interest
thereon at the Applicable Rate, to County within five (5) business days after Lessee’s receipt of
wriften demand therefor.

9.6  Adjustment to Amount of Liability Coverage. The amounts of liability insurance
required under Section 9.1.1, 9.1.2 and 9.1.3 shall be subject to renegotiation as of each fifth
(5th) anniversary of the Effective Date (each, an “Insurance Renegotiation Date”). If County and
Lessee cannot agree upon the amount of insurance by the sixtieth (60th) day preceding an
Insurance Renegotiation Date, the matter shall be resolved by binding arbitration in accordance
with Article 16. In no event shall the amounts of liability insurance be decreased as a result of
such renegotiation or arbitration. Following such renegotiation or arbitration, the parties shall
execute an amendment to this Lease setting forth the renegotiated insurance provisions or the
arbitration judgment, as appropriate.

9.7  Notification of Incidents, Claims or Suits. Lessee shall notify County of any
accident or incident on or about the Premises which involves injury or property damage over
Fifty Thousand Dollars ($50,000.00) in the aggregate and pursuant to which a claim against
Lessee and/or County is made or threatened. Such notification shall be made in writing within
72 hours after Lessee first becomes aware of the claim or threatened claim.

10. MAINTENANCE AND REPAIR; DAMAGE AND DESTRUCTION.

10.1 Lessee’s Maintenance and Repair Obligations. Lessee shall maintain the
Premises, including paved or unpaved ground surfaces and Improvements thereon (including the

Promenade, but excluding the Excluded Conditions and excluding the Seawall), in conformance
with the Minimum Standards regarding the use and occupancy of residential apartment buildings
in Marina del Rey (such as the Premises) as revised from time to time by County in a manner
consistent with commercially reasonable maintenance standards applicable to other comparable
residential apartment buildings in Marina del Rey (the “Maintenance Standard”). Any dispute as
to whether revisions to the Maintenance Standard adopted by the County from time to time
pursuant to the immediately preceding sentence are commercially reasonable shall be submitted
to arbitration pursuant to Article 16 of this Lease. Without limiting the foregoing, at Lessee’s
sole cost and expense, but subject to the terms and conditions of this Lease, Lessee shall keep
and maintain the Premises (including the Promenade) and all equipment, Improvements or
physical structures of any kind which may exist or be erected, installed or made on the Premises
in good and substantial repair and condition, including without limitation capital improvements
and structural and roof repairs and replacement, and shall make all necessary repairs and
alterations and replacements thereto, except as otherwise provided in this Article 10. Lessee
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shall undertake such repairs, alterations or replacements in compliance with Applicable Laws,
the Maintenance Standard and the terms and provisions of this Article 10. Lessee shall maintain
all Improvements on the Premises (other than the Excluded Conditions and the Seawall) in a
safe, clean, wholesome and sanitary condition, in the commercially reasonable judgment of
Director, and in compliance with all Applicable Laws. Lessee shall, at its own cost and expense,
install, maintain and replace landscaping between the streets abutting the Premises and the
building footprints on the Premises as is necessary in the commercially reasonable judgment of
the Director to maintain the appearance of the Premises in a manner consistent with the
Maintenance Standard. Lessee specifically agrees to provide proper containers for trash and
garbage which are screened from public view, to keep the Premises free and clear of rubbish and
litter. County in its proprietary capacity shall have the right to enter upon and inspect the
Premises at any reasonable time for cleanliness, safety and compliance with this Section 10.1, as
long as such entrance is not done in a manner which would unreasonably interfere with the
operation of the Premises. The exclusion of the Excluded Conditions and the Seawall from
Lessee’s maintenance obligations under this Section 10.1 shall not relieve Lessee from the
obligation to repair and restore any damage to the Excluded Conditions and/or the Seawall
caused by Lessee, its agents, employees, subtenants or contractors, or by Improvements
constructed by or on behalf of Lessee, and Lessee hereby agrees to perform such repair or
restoration work at Lessee’s sole cost and expense.

10.2 Maintenance of Anchorage Facilities. Lessee shall at all times during the Term
keep all Anchorage Facilities in good repair and condition in accordance with the requirements
of the Minimum Standards. During the Term Lessee shall also complete float repair and
replacement on an as-needed basis. Any requirement for repair of the Anchorage Facilities due
to a deficiency notice issued by the Department shall be accomplished with new materials and
parts rather than patching or other like method. Such required replacement of deficiency-cited
items with wholly new parts and materials shall, however, be limited to the specific item in
disrepair and shall not connote a requirement, for maintenance purposes, that areas or items
surrounding the deficient item be replaced with new materials and/or parts.

10.3  Water Quality Management Program. During the remaining Term of the Lease,
Lessee shall comply with all water quality management requirements imposed by the Coastal
Commission in connection with the issuance of any Coastal Development Permit for the
Anchorage Work required in Section 5.1 above and the future replacement of the Anchorage
Facilities required in Section 5.2 above; provided, however, that Lessee shall in all events
comply at least with the water quality management requirements set forth in Exhibit F attached
to this Lease. In addition, during the remaining Term of the Lease, Lessee shall remove floating
debris from the water swrrounding the Anchorage Facilities in accordance with a program and
regular schedule reasonably acceptable to the Director.

10.4  Deficiency Notices. If County provides written notice to Lessee of a deficiency
or other breach in the performance by Lessee of the maintenance and repair obligations of Lessee
under this Article 10, then Lessee shall promptly commence the cure thereof and shall complete
such cure within the time period for such cure set forth in the County’s deficiency notice, which
cure period shall not be less than thirty (30) days except if the deficiency pertains to a condition
that is a threat to health or safety or otherwise constitutes an emergency situation, in which case
County shall have the right to immediately require Lessee to take all appropriate steps to avoid
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damage or injury. If Lessee fails to cure any such deficiency within the cure period set forth in
County’s deficiency notice (which cure period shall comply with the requirements of the
immediately preceding sentence of this Section 10.4), then in addition to, and not in lieu of, any
rights or remedies that County may have under Article 13 of this Lease for defaults not cured
within the applicable notice and cure periods set forth therein, Lessee shall pay to County an
amount equal to One Hundred Dollars (§100) per day per item of deficiency for each day after
such cure period that the deficiency item remains uncured; provided, however, if the nature of
the deficiency is such that it is not capable of cure within the cure period specified in County’s
notice (for example, as a result of permitting requirements or construction material procurement
delays beyond the control of Lessee), then as long as during the specified cure period Lessee
commences the cure of the deficiency and thereafter continues the prosecution of the completion
of such cure in a manner and with such diligence that will effectuate the cure in as short a period
as reasonably possible, then the cure period specified in County’s deficiency notice shall be
extended for such additional time as necessary to complete the cure in as short a period as
reasonably possible.

For purposes of determining the number of items of deficiency set forth in a
deficiency notice received from the County, County shall reasonably identify the separate
deficiencies so as not to unfairly increase the daily amount payable under this Section 10.4 by
separating the work into unreasonably particularized items (e.g., the requirement to paint the
exterior of a building shall not be split into individual deficiency items for the painting of each
individual door, window or other component of such building). Ifa cited deficiency is not health
or safety related and does not otherwise constitute an emergency, and if in the reasonable and
good faith business judgment of Lessee the deficiency notice was erroneously issued by County,
then Lessee shall have the right to contest such deficiency notice by written notice to Director
within five (5) business days after the date the deficiency notice is received by Lessee. If Lessee
files any such contest with Director, then Director shall have the right, in the exercise of
Director’s discretion, to consider such contest. If Lessee’s contest is made on a reasonable and
good faith basis, then the cure period for the deficiency notice shall be tolled during the period
between the date Director receives written notice of such contest and continuing until Director
notifies Lessee in writing that either Director denies Lessee’s contest or that Director has
determined not to consider such contest, and the daily penalty set forth above in this Section 10.4
shall not be applicable during the period that the cure period is tolled. The One Hundred Dollars
($100) per diem amount set forth in this Section 10.4 shall be adjusted every three (3) years
during the remaining Lease Term on each third (3rd) anniversary of the Effective Date to reflect
any change in the Consumer Price Index over the three (3) year period immediately preceding
each such adjustment. If Lessee fails to pay any amounts payable by Lessee under this Section
10.4 within ten (10) days after written notice from County, then County shall have the right to
draw on the Security Deposit to cover such unpaid amounts,

10.5 Option to Terminate for Uninsured Casualty. In the event of any damage to or
destruction of the Premises, or any Improvements located thereon (other than the Excluded
Conditions and the Seawall, except to the extent damage thereto is caused by the Lessee, its
agents, employees, subtenants or contractors, or by Improvements constructed by or on behalf of
Lessee), Lessee shall, except as otherwise expressly provided in this Section 10.5, promptly
(taking into consideration the necessity of obtaining approvals and permits for such
reconstruction) repair and/or restore such Improvements to their condition existing prior to the
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damage or destruction. Except as otherwise expressly provided in this Section 10.5, such
obligation to repair and restore is absolute, and is in no way dependent upon the existence or
availability of insurance proceeds. Repair and restoration of any damage or destruction shall
take place in accordance with the provisions of Article 5. Notwithstanding the foregoing, Lessee
shall have the option to terminate this Lease and be relieved of the obligation to restore the
Improvements on the Premises where all or substantially all of the Improvements on the
Premises (other than the Excluded Conditions and the Seawall) are substantially damaged or
destroyed and such damage or destruction resulted from a cause not required to be insured
against by this Lease (an “Uninsured Loss™), and where all of the following occur:

10.5.1 No more than one hundred (100) days following the Uninsured Loss,
Lessee shall notify County of its election to terminate this Lease; to be effective, this
notice must include both a copy of Lessee’s notification to the Encumbrance Holder, if
any, of Lessee’s intention to exercise this option to terminate and Lessee’s certification
under penalty of perjury that Lessee has delivered or mailed such notification to the
Encumbrance Holder in accordance with this subsection 10.5.1. County shall be entitled
to rely upon the foregoing notice and certification as conclusive evidence that Lessee has
notified the Encumbrance Holder regarding Lessee’s desire to terminate this Lease.

10.5.2 No more than sixty (60) days following the giving of the notice
required by subsection 10,5.1 or such longer time as may be reasonable under the
circumstances, Lessee shall, at Lessee’s expense: remove all debris and other rubble from
the Premises; secure the Premises against trespassers; and, at County’s election, remove
all remaining Improvements on the Premises.

10.5.3 No more than sixty (60) days following the loss, Lessee delivers to
County a quitclaim deed to the Premises in recordable form, in form and content
satisfactory to County and/or with such other documentation as may be reasonably
requested by County or any title company on behalf of County, terminating Lessee’s
interest in the Premises and reconveying such interest to County free and clear of any and
all Encumbrances and Subleases.

10.5.4 Within ten (10) days following the County’s receipt of the notice
referred to in subsection 10.5.1, County has not received both written notice from the
Encumbrance Holder, if any, objecting to such termination and an agreement containing
an effective assignment of Lessee’s interest in this Lease to such Encumbrance Holder
whereby such Encumbrance Holder expressly assumes and agrees to be bound by and
perform all of Lessee’s obligations under this Lease.

10.6 No Option to Terminate for Insured Casualty. Lessee shall have no option to
terminate this Lease or otherwise be relieved of its obligation to restore the Improvements on the

Premises where the damage or destruction results from a cause required to be insured against by
this Lease.

10.7 No County Obligation to Make Repairs. County shall have no obligation
whatsoever to make any repairs or perform any maintenance on the Premises; provided,
however, that Director shall in its good faith discretion consider the application of funds toward
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the maintenance, repair and replacement of the existing seawall protecting the Premises (the
“Seawall”) if and to the extent such funds are made available to Director for such uses by County
and its Board of Supervisors. Director shall undertake such maintenance, repair and
replacement, if any, with due diligence consistent with the funding provided. In the event the
Seawall is in imminent danger of collapse or has collapsed, Director shatl promptly seek funding
from the Board of Supervisors for repair or replacement as may be necessary to avoid or repair
- such collapse. If County is obligated to maintain or repair the Seawall under the terms of a lease
between the County and any other lessee in Marina del Rey, or if County in fact maintains or
repairs the Seawall for the benefit of any other lessee in Marina del Rey, County shall have the
same obligation(s) with respect to the Seawall protecting the Premises. Except as expressly
provided in this Section 10.7, County shall have no obligation to maintain or repair the Seawall.

10.8  Repairs Not Performed by Lessee. If Lessee fails to make any repairs or
replacements as required, Director may notify Lessee of said failure in writing, and should
Lessee fail to cure said failure and make repairs or replacements within a reasonable time as
established by Director, County may make such repairs or replacements and the cost thereof,
including, but not limited to, the cost of labor, overhead, materials and equlpment shall be
charged against Lessee as provided in Section 13.5.

10.9  Other Repairs. Although having no obligation to do so, County may, at its own
cost and at its sole discretion, perform or permit others to perform any necessary dredging,
filling, grading or repair of water systems, sewer facilities, roads, or other County facilities on or
about the Premises. Any entry by County onto the Premises pursuant to this Section 10.9 and
any entry onto the Premises to perform work on the Seawall pursuant to Section 10.7 above,
shall be made in accordance with the following requirements: (i) prior to entry onto the Premises
County shall cause each of its contractors to provide to Lessee evidence that such contractor has
procured commercial general liability insurance coverage pertaining to such contractor’s
activities on the Premises, which insurance coverage shall be consistent with County’s insurance
requirements generally applicable to County contractors, and shall name Lessee as an additional
insured; (ii) County’s contractors shall comply with industry standard safety requirements; (iii)
County shall repair, or cause its contractors to repair, any damage to the Premises caused by the
activities of County and/or it contractors on the Premises pursuant to this Section 10.9 or Section
10.7 above; and (iv) any entry onto the Premises by County or its contractors for the purpose of
performing work pertaining to the Seawall shall be confined to the Promenade and the fire access
lane over the Premises, except in extraordinary circumstances to the extent that due to the scope
or nature of the work and/or due to safety concerns, the work cannot reasonably be confined to
such area. In any such extraordinary situation County and Lessee agree to cooperate to define a
work and/or access area that is reasonably acceptable to both parties. :

10.10 Notice of Damage. Lessee shall give prompt notice to County of any fire or
material damage affecting the Premises from any cause whatsoever.

10.11 Waiver of Civil Code Sections. The parties’ rights shall be governed by this
Lease in the event of damage or destruction. The parties hereby waive the provisions of
California Civil Code Section 1932 and any other provisions of law which provide for contrary
or additional rights, '
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3306655.5

ASSIGNMENT AND SUBLEASE.

11.1  Subleases.

11.1.1 Definition. The term “Sublease” shall mean any lease, license, permit,
concession or other interest in the Premises, or a right to use the Premises or a portion
thereof, which is conveyed or granted by Lessee to a third party, and which constitutes
less than the unrestricted conveyance of the entire Lessee’s interest under this Lease.
“Sublessee” shall be the person or entity to whom such right to use is conveyed by a
Sublease. A Sublease which grants or conveys to the Sublessee the right to possess or
use all or substantially all of the Premises is sometimes referred to in this Lease as a
“Major Sublease” and the Sublessee under such agreement is sometimes referred to in
this Lease as a “Major Sublessee”.

11.1.2 Approval Required. At least thirty (30) days prior to the proposed
effective date of any Sublease that is not a Major Sublease or an Approved
Apartment/Slip Lease (as defined below), or of any assignment or material amendment of
such Sublease, Lessee shall submit a copy of such Sublease (or assignment or amendment
thereof), to Director for approval, which approval shall not be unreasonably withheld. To
the extent practical, Director shall approve or disapprove said proposed Sublease,
amendment or assignment within thirty (30) days after receipt thereof. In no event,
however, shall any such Sublease, amendment or assignment be made or become
effective without the prior approval of Director. Each such Subiease shall specifically
provide that the Sublessee shall comply with all of the terms, covenants, and conditions
of this Lease applicable to the portion of the Premises subject to the Sublease.

Notwithstanding any contrary provision of this Article 11, Lessee shall
not be required to obtain County’s approval of any Sublease of an individual apartment or
boat slip unit in the ordinary course (but not the master lease of multiple units) to a
person or persons who will physically occupy the subleased unit, as long as such
Sublease is in the form of the standard residential apartment lease or boat slip lease, as
the case may be, hereafter submitted to and approved by County and the term of such
Sublease does not exceed twelve (12) months (each, an “Approved Apartment/Slip
Lease”). The terms and provisions of Sections 11.2 and 11.3 of this Lease shall not be
applicable to Approved Apartment/Slip Leases. Upon request by County, Lessee shall
furnish County with a current rent roll respecting the Approved Apartment/Slip Leases
and a copy of all of such Approved Apartment/Slip Leases.

11.1.3 Major Sublease. Lessee shall enter into a Major Sublease only with a
reputable owner or manager of comparable residential apartment and marina facilities
such as exist on the Premises. In light of the inherent detailed nature of a Major
Sublease, Lessee shall deliver to County a copy of any proposed Major Sublease, or any
sub-sublease or any other document pursuant to which an interest is proposed to be
transferred in all or substantially all of the Premises, not less than sixty (60) days prior to
the proposed effective date of such proposed Major Sublease or other document, for
County’s review and approval pursuant to the procedures and requirements specified in
Section 11.2.
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11.2  Approval of Assignments and Major Subleases. Except as specifically provided
in this Article 11, Lessee shal! not, without the prior written consent of County, which shall be
based upon factors described in Exhibit C hereto, which is incorporated herein by this reference
(“Assignment Standards™), and which shall be applied in a commercially reasonable manner,
either directly or indirectly give, assign, hypothecate, encumber, transfer, or grant control of this
Lease or any interest, right, or privilege therein (including without limitation the right to manage
or otherwise operate the Improvements located from time to time on the Premises), or enter into
a Major Sublease affecting the Premises, or license the use of the all or substantially all of the
Premises. Notwithstanding the foregoing, Lessee shall have the right, without the prior approval
of County, to retain an affiliate of Lessee as the property manager for the Premises. Any Change
of Ownership that is not an Excluded Transfer shall constitute an assignment of Lessee’s interest
under this Lease. In addition, for purposes of this provision, the following acts of Lessee (except
for Excluded Transfers) shall require the prior written consent of County to be effective: (1) the
addition, removal or replacement of one or more general partners or managing members in a
Lessee which is a limited partnership or limited liability entity, except (a) by death, insolvency,
incapacity, resignation (except for a sole general partner, if any) or removal of a general partner
or managing member and his replacement by a vote of the limited partners, the remaining
general partners or remaining members, or (b) if any general partner or managing member
owning more than fifty percent (50%) of the interests of the partnership or limited liability entity
acquires the interest of another general partner or managing member owning fifteen percent
(15%) or less of the interests in the partnership or limited liability entity; or (2) the sale,
assignment, or transfer of fifty-percent (50%) or more of the stock, partnership interests or
limited liability company interests in an entity which owns, or is a general partner or managing
member of an entity which owns, an interest in this Lease; provided, however, that with respect
to any sale, assignment or transfer of an AIG Entity or ownership interests therein, the phrase
“fifty percent (50%) or more” in clause (2) above shall be changed to “more than fifty percent
(50%).” Lessee shall provide County with any information reasonably requested by County in
order to determine whether or not to grant approval of the matters provided herein requiring
County’s consent. These same limitations and approval requirements as to Lessee’s interest
under the Lease shall also apply with respect to the Sublessee’s interest under a Major Sublease.

11.2.1 County’s Use of Discretion and Limitation on Permissible Assignees.
In exercising its discretion to approve assignments as provided in this Section 11.2,

County shall take into account the Assignment Standards and, if County determines that
such Assignment Standards are satisfied, County shall not withhold or unreasonably
delay its consent to any proposed assignment. '

11.2.2 Involuntary Transfers Prohibited. Except as otherwise specifically
provided in this Lease, neither this Lease nor any of the Lessee’s interest in this Lease (as
opposed to ownership interests in Lessee itself) shall be assignable or transferable in
proceedings in attachment, garnishment, or execution against Lessee, or in voluntary or
involuntary proceedings in bankruptcy or insolvency or receivership taken by or against
Lessee, or by any process of law including proceedings under the Bankruptcy Act.

11.2.3 Procedure. Requests for approval of any proposed assignment shall be
processed in accordance with the following procedures:
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11.2.3.1  Prior to entering into any agreement requiring the approval of
County pursuant to Sections 11.1 or 11.2, Lessee (or the entity seeking approval
of such assignment) shall notify County and deliver to County all information
relevant to the proposed assignment, including without limitation any term sheets,
letters of intent, draft Major Subleases, any other documents which set forth any
proposed agreement regarding the Premises and the information set forth in
subsection 11.2.3.5. County will evaluate the information provided to it and
County may request additional information as may be reasonably necessary to act
on the request. Under no circumstances will County formally discuss an
assignment with any proposed assignee prior to reviewing the proposal with
Lessee.

11.2.3.2 In completing its review of the proposal and granting or
withholding its consent thereto, County will not be bound by any deadline
contained in any proposed assignments, Major Subleases, escrow instructions or
other agreements to which County is not a party.

11.2.3.3  Lessee acknowledges that the time needed for County to
review a proposed assignment depends on many factors, including without
limitation the complexity of the proposed transaction, the financial and other
information submitted for review, and the workload of County’s personnet.
Notwithstanding the foregoing, County shall act as promptly as governmental
processes permit in processing and acting upon a requested approval of an
assignment of Lessee’s interest under this Article 11.

11.2.3.4  Lessee shall be required to reimburse County for its Actual
Costs incurred in connection with the proposed assignment, whether or not
County ultimately grants its approval to the proposed assignment (without
duplication with any Administrative Charge payable under Section 4.6).

11.2.3.5 Lessee or the proposed assignee shall provide County with
sufficient information for County to determine if the public interest will be served
by approving the proposed transaction. The information that must be provided
includes, but shall not be limited to, the following:

(a) Nature of the Assignee. Full disclosure is required in accordance with this
Lease and County’s applicant disclosure policy then in effect. Additionally, a flowchart
identifying the chain of ownership of the assignee and its decision-making authority shall
be provided to County. County shall be advised if the proposed assignee, or any other
person or entity for whom disclosure is required pursuant to County’s disclosure policy,
has had any leasehold or concessionaire’s interest canceled or terminated by the landlord
due to the tenant or Lessee’s breach or default thereunder.

(b) Financial Condition of Assignee. County shall be provided with current,
certified financial statements, including balance sheets and profit and loss statements,
demonstrating the proposed assignee’s financial condition for the preceding five (5)
years, or such shorter period that assignee has been in existence. This requirement shall
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also apply to any related person or entity which will be responsible for or guarantee the
obligations of the proposed assignee or provide any funds or credit to such proposed
assignee.

(c) Financial Analysis. County shall be provided with the proposed
assignee’s financing plan for the operation of the Premises (unless the assignment is
pursuant to a Change of Ownership that is an Excluded Transfer or is pursuant to a
Change of Ownership that involves the transfer of only beneficial ownership interests in
the constituent owners of Lessee, and following such transfer there is no intended change
in the financing plan for the operation and improvement of the Premises) and for any
contemplated improvement thereof, demonstrating such proposed assignee’s financial
capability to so operate the Premises and construct such improvements. Such financing
plan shall include, but not be limited to, information detailing (1) equity capital; (2)
sources and uses of funds; (3) terms of financing; (4) debt service coverage and ratio; and
(5) loan to value ratio. The proposed assignee shall also provide County with
documentation demonstrating such proposed assignee’s financial viability, such as letters
of commitment from financial institutions which demonstrate the availability of sufficient
funds to complete any proposed construction or improvements on the Premises. Further,
such proposed assignee shall authorize the release of financial information to County
from financial institutions relating to the proposed assignee or other information supplied
in support of the proposed assignment.

(d)  Business Plan. County shall be provided with the proposed assignee’s
business plan for the Premises (unless the assignment is pursuant to a Change of
Ownership that constitutes an Excluded Transfer or is pursuant to a Change of Ownership
that involves the transfer of only beneficial ownership interests in the constituent owners
of Lessee, and following such transfer there is no intended change in the business plan for
the Premises), including pro forma financial projections for the Premises for the five (5)
year period beginning upon the commencement of the proposed assignment. Such pro
forma projections will include capital costs, income and expenses, as well as debt service
and all other payments to providers of debt and equity, and will be accompanied by a
statement of basic assumptions and an identification of the sources of the data used in the
production of such projections.

(¢)  Assignor’s Financial Statements. County shall be provided with certified
financial statements, including balance sheets and profits and loss statements concerning
the assignor Lessee and its operations for the three (3) most recent years prior to the
proposed transaction.

® Cure of Defaults. County shall be provided with the proposed assignee’s
specific plans to cure any and all delinquencies under this Lease which may be identified
by County, whether identified before or after the date of the proposed assignment.

(g)  Prospectus Materials. County shall be provided with any materials

distributed to third parties relating to the business of the proposed assignee to be
conducted on, from or relating to the Premises.
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(h)  Other Information. County shall be provided with a clear description of
the terms and conditions of the proposed assignment, including a description of the
proposed use of the Premises and any proposed alterations or improvements to the
Premises. Additionally, County shall be provided with any and all other information
which it reasonably requests of Lessee to assist in its review of the proposed transaction,
including without limitation materials pertinent to the issues noted in this subsection to
the extent that they exist, such as escrow instructions, security agreements, personal
property schedules, appraisals, market reports, lien releases, UCC Statements,
preliminary title reports, management agreements affecting the Premises, contracts in
excess of $25,000 affecting the Premises, schedules of pending or threatened litigation,
and attorneys’ closing opinions relating to Lessee, the proposed assignee or the Premises.
County shall endeavor to keep the foregoing materials confidential, subject to the Public
Records Act and other Applicable Laws.

11.2.3.6 Nondisturbance. At the request of Lessee, County shall agree
to execute a subordination, nondisturbance and attornment agreement and a
ground lessor’s estoppel certificate on commercially reasonable terms in favor of
any Major Sublessee.

11.2.3.7 Final Documents. Prior to granting its approval over any
proposed assignment, County shall be provided with an executed Assignment and
Acceptance of Assignment in form and content as approved or supplied by the
County. Ten (10) copies of each must be submitted to County, of which five (5)
shall be signed originals and properly acknowledged.

11.24 County Right to Recapture. The terms and provisions of this
subsection 11.2.4 shall be applicable only on and after March 1, 2021 and continuing
during the remaining Term of the Lease. If Lessee proposes to assign its interest in this
Lease or the Premises, or proposes to enter into any Major Sublease affecting the
Premises (with either such proposed transaction herein referred to as a “Proposed
Transfer”), on or after March 1, 2021, it shall provide County with written notice of such
desire and the sale price (“Lessee Sale Price”) at which it is willing to consummate the
Proposed Transfer. Within thirty (30) days thereafter, the County shall provide Lessee
with written notification as to whether it has elected to acquire an option to purchase the
interest subject to the Proposed Transfer. During said thirty (30) day period, Lessee may
continue to market the interest subject to the Proposed Transfer, provided that such
interest is offered subject to County’s rights as provided herein. In the event that, prior to
the expiration of said thirty (30) day period, County has given notice to Lessee that it has
elected to acquire said option, Lessee shall deliver to County an assignable option to
purchase the interest subject to the Proposed Transfer (“County Option™) at the Lessee
Sale Price. Such County Option shall have a term of five (5) calendar months. During
the term of the County Option, Lessee shall make the Premises and its books and records
reasonably available for inspection by County and third parties as reasonably requested
by County. In the event that County causes Lessee to issue the County Option and
subsequently declines to purchase the interest subject to the Proposed Transfer at the
Lessee Sale Price, County shall pay to Lessee at the expiration of the County Option
period (or, at County’s election, credit to Lessee against the next applicable installment(s)
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of Annual Minimum Rent and Percentage Rent), a sum (the “County Option Price”)
which represents (i) three percent (3%) of the Lessee Sale Price, plus (ii) seven percent
(7%) interest per annum on said three percent (3%) of the Lessee Sale Price, from the
date Lessee received notice of County’s election to receive the County Option through
the date on which the County Option Price, together with interest thereon, is paid or
credited in full. If County either (a) fails to elect to cause Lessee to issue the County
Option within said thirty (30) day period or (b) gives notice that it has elected not to
acquire the interest subject to the Proposed Transfer, then during the nine (9) month
period following the later of (a) or (b), Lessee shall be entitled to enter into an agreement
to consummate the Proposed Transfer with a third party (subject to County’s approval
rights as otherwise set forth in this Lease) so long as (1) the actual price for the Proposed
Transfer is equal to or greater than the Lessee Sale Price last offered to County and upon
no more favorable material terms to the assignee, and (2) the transfer is consummated not
later than twelve (12) months after the later of (a) or (b). In the event of a proposed
Major Sublease or other permitted assignment of less than all of the Premises, County’s
election shall pertain to such portion of the Premises subject to the proposed Major
Sublease or assignment and, in the event that County elects to acquire such portion of
Lessee’s interest in the Premises, Lessee’s Annual Minimum Rent shall be proportionally
reduced and Lessee’s obligation to pay Percentage Rent shall pertain only to the amounts
derived from the portion of the Premises retained by Lessee. In the event that County
elects to recapture all or any portion of the Premises as provided herein, Lessee agrees to
execute promptly a termination agreement and such other documentation as may be
reasonably necessary to evidence the termination of this Lease, to set a termination date
and to prorate rent and other charges with respect to the termination. County’s rights
pursuant to this subsection 11.2.4 shall not apply to Financing Events or those events
identified in subsection 4.6.2 of this Lease.

11.2.5 County Credits Toward Purchase Price. In the event that County or its
assignee elects to exercise the County Option, it shall receive the following credits
toward the Lessee Sale Price: (1) the Net Proceeds Share which would be payable to
County in the event that a third party were to purchase the interest offered at the Lessee
Sale Price and (2) an amount which represents unpaid Annual Minimum Rent,
Percentage Rent, and all other amounts payable under the Lease, if any (including a
provisional credit in an amount reasonably acceptable to County for any amounts that
may arise from an audit by County, but that have not yet been determined as of that date),
with late fees and interest as provided herein, from the end of the period most recently
subject to County audit through the date of the purchase of the interest by County. In the
case of any unpaid rental amounts that may be found to be owing to County in connection
with any uncompleted audit by County, in lieu of a provisional credit for such amounts,
Lessee may provide County with a letter of credit or other security satisfactory to County
to secure the payment of such unpaid amounts when finally determined by County.
During the term of the County Option, Lessee shall cause to be available to County all
books and records reasonably necessary in order to determine the amount of such unpaid
Annual Minimum Rent, Percentage Rent, and other amounts payable under the Lease. In
the event that County or its assignee exercises the County Option, but the transaction fails
to close due to a failure of the parties to agree upon an appropriate allowance for such
unpaid Annual Minimum Rent, Percentage Rent, and other amounts or appropriate
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security for the payment thereof, then County shall have no obligation to pay or credit to
Lessee the County Option Price.

11.3 Terms Binding Upon Successors, Assigns and Sublessees. Except as otherwise
specifically provided for herein, each and all of the provisions, agreements, terms, covenants,
and conditions herein contained to be performed, fulfilled, observed, and kept by Lessee
hereunder shall be binding upon the heirs, executors, administrators, successors, and assigns of
Lessee, and all rights, privileges and benefits arising under this Lease in favor of Lessee shall be
available in favor of its heirs, executors, administrators, successors, and assigns.
Notwithstanding the foregoing, no assignment or subletting by or through Lessee in violation of
the provisions of this Lease shall vest any rights in any such assignee or Sublessee. Any
approved assignment of this Lease shall release the assignor of all liability arising due to actions
or omissions on or after the effective date of such assignment, provided the assignee assumes all
of such liability, including without limitation the obligation of assignee to cure any defaults and
delinguencies under this Lease and to pay County Percentage Rent and any other amounts
attributable to the period prior to the assignment, but not discovered by County or the assignee
until after the assignment; provided, further, the assignor shall not be relieved of any liability for
the payment of the Administrative Charge or the required portion of any Net Proceeds Share or
Net Refinancing Proceeds which arise upon such assignment as provided herein.

11.4 Family Transfers. Notwithstanding any contrary provision of this Article 11, the
County’s approval shall not be required, nor shall the County’s rights of recapture under
subsection 11.2.4 be applicable, with respect to any transfer of ownership interests in Lessee or
in constituent entities of Lessee, if such transfer is to a member of the immediate family of the
transferor (or to a trust for the benefit of a member of the immediate family of the transferor) for
estate planning purposes, whether such transfer is the result of gift, devise, intestate succession
or operation of law.

11.5 Property Management. Notwithstanding any contrary provision of this Asticle 11,
Lessee shall be permitted to hire one or more management companies of its choosing for
property management of the Premises and/or may conduct such property management activities
using its own staff. Any management company hired by Lessee to perform property
management of the Premises shall at the time of such engagement (a) have at least five (5) years'
of experience in the operation and management of at least 2,000 rental apartments, without
material violations of law or discrimination, and (b) have a valid license to manage residential
dwelling units issued by the California Department of Real Estate (or its successor). To the
extent Lessee uses Lessee's own staff for property management of the Premises, Lessee’s own
staff at the time of such engagement shall have at least (i) five (5) years' of experience in the
operation and management of at least 2,000 rental apartments, without material violations of law
or discrimination, and (ii) have a valid license to manage residential dwelling units issued by the
California Department of Real Estate (or its successor).

12, ENCUMBRANCES.

12.1 Financing Events.
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12.1.1 Definitions. For the purposes of this Lease, including without
limitation the provisions of Sections 4.6 through 4.8 hereof: (i) a "Financing Event" shall
mean any financing or refinancing consummated by Lessee or by the holders of
partnership interests or other direct or indirect ownership interests in Lessee (collectively,
"Ownership Interests"), whether with private or institutional investors or lenders, where
such financing or refinancing is an Encumbrance (as defined below); for purposes of
Section 12.1.2 below and Sections 4.6 through 4.8 above, a “Financing Event” shall also
include all of the foregoing actions involving the granting of a mortgage, deed of trust or
other security interest in a Major Sublease; and (ii) an "Encumbrance” shall mean any
direct or indirect grant, pledge, assignment, transfer, mortgage, hypothecation, grant of
control, grant of security interest, or other encumbrance, of or in all or any portion of (A)
Lessee's interest under this Lease and the estate so created (including without limitation a
direct or indirect assignment of Lessee's right to receive rents from subtenants) or (B)
Ownership Interests if an absolute assignment from the holder of such Ownership
Interests to the holder of the Encumbrance would have required County's consent under
this Lease, to a lender (upon County approval of the Encumbrance and consummation
thereof, the "Encumbrance Holder") as security for a loan, The term "Encumbrance
Holder" shall also be deemed to include any and all affiliates of such Encumbrance
Holder which have succeeded by assignment or otherwise to any rights, interests or
liabilities of the Encumbrance Holder with respect to the Encumbrance, or which have
been designated by the Encumbrance Holder to exercise any rights or remedies under the
Encumbrance or to take title to the leasehold estate under this Lease or to Ownership
Interests, and such affiliates shall enjoy all of the rights and protections given to
Encumbrance Holders under this Lease. The term "Equity Encumbrance Holder" shall
mean an Encumbrance Holder holding an Encumbrance with respect to Ownership
Interests.

12.1.2 County Approval Required. Lessee may, with the prior written
consent of Director, which shall not be unreasonably withheld, and subject to any specific
conditions which may be reasonably imposed by Director, consummate one or more
Financing Event(s). Lessee shall submit to Director a preliminary loan package and
thereafter a complete set of all proposed transaction documents in connection with each
proposed Financing Event. The preliminary loan package shall include the loan
commitment (or the so-called “loan application” if the loan commitment is styled as a
loan application) and any other documents, materials or other information reasonably
requested by Director. Lessee shall have the right, but not the obligation, to include draft
loan documents in the preliminary loan package. Director shall have sixty (60) days
(thirty (30) days for the initial construction loan for the Redevelopment Work) to grant or
withhold approval of the preliminary loan package. Director shall have sixty (60) days
(thirty (30) days for the initial construction loan for the Redevelopment Work) after
receipt of substantially complete loan documents conforming to the approved preliminary
loan package in which to grant or withhold final approval of the Financing Event;
provided, however, that if the preliminary loan package included draft loan documents
then the foregoing sixty (60) day period shall be reduced to thirty (30) days. If not
approved by Director in writing within the foregoing periods, the proposed Financing
Event shall be deemed disapproved by Director (and, if so requested in writing by
Lessee), Director shall within thirty (30) days of such request deliver to Lessee a written
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description of Director's objections to said proposed Financing Event). Lessee shall
reimburse County for County's Actual Cost incurred in connection with its review of the
proposed Financing Event. One (1) copy of any and all security devices or instruments as
finally executed or recorded by the parties in connection with any approved Encumbrance
shall be filed with Director not later than seven (7) days after the effective date thereof.
The same rights and obligations set forth above in this subsection 12.1.2 shall inure to the
benefit of and shall be binding upon any holder of Ownership Interests with respect to
any proposed Financing Event involving Ownership Interests.

12.2  Consent Requirements In The Event of a Foreclosure Transfer.

12.2.1 Definitions. As used herein, a "Foreclosure Transfer" shall mean any
transfer of the entire leasehold estate under this Lease or of all of the Ownership Interests
in Lessee pursuant to any judicial or nonjudicial foreclosure or other enforcement of
remedies under or with respect to an Encumbrance, or by voluntary deed or other transfer
in lieu thereof. A "Foreclosure Transferee" shall mean any transferee (including without
limitation an Encumbrance Holder) which acquires title to the entire leasehold estate
under this Lease or to all of the Ownership Interests in Lessee pursuant to a Foreclosure
Transfer. An "Equity Foreclosure Transferee" shall mean a Foreclosure Transferee
whose acquired interest consists of all of the Ownership Interests in Lessee.

1222 Forectosure Transfer. The consent of County shall not be required
with respect to any Foreclosure Transfer. '

12.2.3 Subsequent Transfer By Encumbrance Holder. For each Foreclosure
Transfer in which the Foreclosure Transferee is an Encumbrance Holder, with respect to
a single subsequent transfer of this Lease or the Ownership Interests (as applicable) by
such Encumbrance Holder to any third party, (i) County's consent to such transfer shall
be required, but shall not be unreasonably withheld or delayed, and the scope of such
consent (notwithstanding anything in this Lease to the contrary) shall be limited to
County's confirmation (which must be reasonable) that the Lessee following such transfer
has sufficient financial capability fo perform its remaining obligations under this Lease as
they come due, along with any obligation of Lessee for which the Foreclosure Transferee
from whom its receives such transfer is released under subsection 12.3.1 below, and (ii)
such transferee (other than a transferee of Ownership Interests) shall expressly agree in
writing to assume and to perform all of the obligations under this Lease, other than
Excluded Defaults (as defined below). For clarification purposes, the right to a single
transfer under this Section shall apply to each Foreclosure Transfer in which the
Foreclosure Transferee is an Encumbrance Holder, so that there may be more than one
"single transfer" under this Section,

12.3  Effect of Foreclosure. In the event of a Foreclosure Transfer, the Encumbrance
Holder shall forthwith give notice to County in writing of such transfer setting forth the name
and address of the Foreclosure Transferee and the effective date of such transfer, together with a
copy of the document by which such transfer was made.
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12.3.1 Any Encumbrance Holder which is a commercial bank, savings bank,
savings and loan institution, insurance company, pension fund, investment bank,
opportunity fund, mortgage conduit, real estate investment trust, commercial finance
lender or other similar financial institution which ordinarily engages in the business of
making, holding or servicing commercial real estate loans, including any affiliate thereof
(an "Institutional Lender"), shall, upon becoming a Foreclosure Transferee (other than an
Equity Foreclosure Transferee), become liable to perform the full obligations of Lessee
under this Lease (other than Excluded Defaults as defined below) accruing during its
period of ownership of the leasehold. Upon a subsequent transfer of the leasehold in
accordance with subsection 12.2.3 above, such Institutional Lender shall be automatically
released of any further liability with respect to this Lease, other than for (i) rent
payments, property tax payments, reserve account payments and other monetary
obligations under specific terms of the Lease that accrue solely during such Institutional
Lender's period of ownership of the leasehold, and (ii) Lessee’s indemnification
obligations under this Lease with respect to matters pertaining to or arising during such
Institutional Lender’s period of ownership of leasehold title.

123.2 Any other Foreclosure Transferee (i.¢., other than an Institutional
Lender as provided in Section 12.3.1 above) shall, upon becoming a Foreclosure
Transferee (other than an Equity Foreclosure Transferee), become liable to perform the
full obligations of Lessee under this Lease (other than Excluded Defaults), subject to
possible release of liability upon a subsequent transfer pursuant to Section 11.3 above.

12.33 Following any Foreclosure Transfer which is a transfer of the
leasehold interest under the Lease, County shall recognize the Foreclosure Transferee as
the Lessee under the Lease and shall not disturb its use and enjoyment of the Premises,
and the Foreclosure Transferee shall succeed to all rights of Lessee under this Lease as a
direct lease between County and such Foreclosure Transferee, provided that the
Foreclosure Transferee cures any pre-existing Event of Default other than any such pre-
existing Event of Default that (i) is an incurable non-monetary default, (ii) is a non-
monetary default that can only be cured by a prior lessee, (iii) is a non-monetary default
that is not reasonably susceptible of being cured by such transferee, or (iv) relates to any
obligation of a prior lessee to pay any Net Proceeds Share (collectively, “Excluded
Defaults™), and thereafter performs the full obligations of Lessee under this Lease.
Pursuant to Section 12.3.7 below, following any Foreclosure Transfer which is a transfer
of Ownership Interests, the foregoing rights under this Section 12.3.3 shall also inure to
the benefit of the Lessee.

1234 No Encumbrance Holder shall become liable for any of Lessee’s
obligations under this Lease unless and until such Encumbrance Holder becomes a
Foreclosure Transferee with respect to Lessee’s leasehold interest under the Lease.

12.3.5 No Foreclosure Transfer, and no single subsequent transfer by an
Encumbrance Holder following a Foreclosure Transfer pursuant to subsection 12.2.3,
shall trigger (i) any obligation to pay an Administrative Charge nor any Net Proceeds
Share, (ii) any acceleration of the Extension Fee or any other financial obligation of
Lessee under this Lease, (iii) any recapture right on the part of County, or (iv) any

81



termination right under this Lease. Any Foreclosure Transfer, and any single subsequent
transfer by an Encumbrance Holder following a Foreclosure Transfer pursuant to
subsection 12.2.3, shall be deemed to be excluded from the definition of "Change of
Ownership" for all purposes of this Lease. For clarification purposes, the "single
subsequent transfer" referred to above applies to each Foreclosure Transfer in which the
Foreclosure Transferee is an Encumbrance Holder (as more fully explained in Section
12.2.3), so that there may be more than one "single subsequent transfer" benefited by this
Section.,

12.3.6 In the event that an Institutional Lender becomes a Foreclosure
Transferee, all obligations with respect to the construction and renovation work described
in Sections 5.1, 5.2 or 5.13 above (other than any obligations to make deposits into the
Renovation Fund) shall be tolled for a period of time, not to exceed twelve months, until
such Institutional Lender completes a subsequent transfer of its foreclosed interest in the
Lease or Ownership Interests, provided that such Institutional Lender is making
commercially reasonable and diligent efforts to market and sell its foreclosed interest.
Nothing in this Section 12.3.6 shall be construed as a limit or outside date on any cure
periods provided to Encumbrance Holders under this Lease.

12.3.7 Following a Foreclosure Transfer with respect to all of the Ownership
Interests in Lessee, (i) any and all rights, privileges and/or liability limitations afforded to
Foreclosure Transferees in this Article 12 or any other provision of this Lease shall also
be afforded to Lessee from and after such Foreclosure Transfer, to the same extent as if
the Foreclosure Transferee had acquired the leasehold interest of Lessee directly and
became the Lessee under this Lease, and (ii) if the Foreclosure Transferee was also an
Equity Encumbrance Holder, then any and all rights, privileges and/or liability limitations
afforded to Foreclosure Transferees who are Encumbrance Holders in this Article 12 or
any other provision of this Lease shall also be afforded to Lessee from and after such
Foreclosure Transfer, to the same extent as if the Foreclosure Transferee had acquired the
leasehold interest of Lessee directly and became the Lessee under this Lease.

124  No Subordination. County's rights in the Premises and this Lease, including
without limitation County's right to receive Annual Minimum Rent and Percentage Rent, shall
not be subordinated to the rights of any Encumbrance Holder. Notwithstanding the foregoing, an
Encumbrance Holder shall have all of the rights set forth in the security instrument creating the
Encumbrance, as approved by County in accordance with subsection 12.1.2, to the extent that
such rights are not inconsistent with the terms of this Lease, including the right to commence an
action against Lessee for the appointment of a receiver and to obtain possession of the Premises
under and in accordance with the terms of said Encumbrance, provided that all obligations of
Lessee hereunder shall be kept current, including but not limited to the payment of rent and
curing of all defaults or Events of Default hereunder (other than Excluded Defaults or as
otherwise provided herein).

12.5 Modification or Termination of Lease. This Lease shall not be modified or
amended without the prior written consent in its sole discretion of each then existing
Encumbrance Holder with respect to Lessee's entire leasehold interest in this Lease or all of the
Ownership Interests in Lessee. Further, this Lease may not be surrendered or terminated (other
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than in

accordance with the provisions of this Article 12) without the prior written consent of

each such Encumbrance Holder in its sole discretion. No such modification, amendment,
surrender or termination without the prior written consent of each such then existing
Encumbrance Holder shall be binding on any such Encumbrance Holder or any other person who
acquires title to its foreclosed interest pursuant to a Foreclosure Transfer.

12.6 Notice and Cure Rights of Encumbrance Holders and Major Sublessees.

12.6.1 Right to Cure. Each Encumbrance Holder and Major Sublessee shall
have the right, at any time during the term of its Encumbrance or Major Sublease, as
applicable, and in accordance with the provisions of this Article 12, to do any act or thing
required of Lessee in order to prevent termination of Lessee's rights hereunder, and all

-such acts or things so done hereunder shall be treated by County the same as if performed

by Lessee.

12.6.2 Notice of Default. County shall not exercise any remedy available to
it upon the occurrence of an Event of Default (other than exercising County’s self-help

.remedies pursuant to Section 13.5 or imposing the daily payment set forth in Section 10.4
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in the case of emergency situations), and no such exercise shall be effective, unless it first
shall have given written notice of such default to each and every then existing Major
Sublessee and Encumbrance Holder which has notified Director in writing of its interest
in the Premises or this Lease and the addresses to which such notice should be delivered.
Such notice shall be sent simultaneously with the notice or notices to Lessee. An
Encumbrance Holder or Major Sublessee shall have the right and the power to cure the
Event of Default specified in such notice in the manner prescribed herein. If such Event
or Events of Default are so cured, this Lease shall remain in full force and effect.
Notwithstanding any contrary provision hereof, the Lender’s cure rights set forth in this
Section 12.6 shall not delay or toll the County’s right to impose the daily payment for
Lessee breaches set forth in Section 10.4. ) :

12,63 Manner of Curing Default. Events of Defanlt may be cured by an
Encumbrance Holder or Major Sublessee in the following manner:

(a) If the Event of Default is in the payment of rental, taxes, insurance
premiums, utility charges or any other sum of money, an Encumbrance Holder or the
Major Sublessee may pay the same, together with any Late Fee or interest payable
thereon, to County or other payee within thirty five (35) days after its receipt of the
aforesaid notice of default. If, after such payment to County, Lessee pays the same or
any part thereof to County, County shall refund said payment (or portion thereof) to such
Encumbrance Holder or Major Sublessee.

(b)  Ifthe Event of Default cannot be cured by the payment of money, but is
otherwise curable, the default may be cured by an Encumbrance Holder or Major
Sublessee as follows:

1 The Encumbrance Holder or Major Sublessee may
cure the default within sixty (60) days after the end of Lessee's cure period as
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